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TRADE SPECIALIZATION AND THE PRODUCT CYCLE
THE CASE OF HONG KONG
This study adopts the Product Cycle Theory in analysing Hong
Kong's trading pattern. What we want is to identify the pattern of
product cycle trade with the data of Hong Kong. According to the
Product Cycle Theory, comparative advantage will shift from country
to country with product age. Our study offers insight as to what
will be Hong Kong's future export potentials in this product cycle
trade.
Trade data from 1959 to 1983 are used in this study. This
period is long enough to encompass significant shifts in trade patterns
as well as in the economic structure of Hong Kong. Despite rapid
accumulation of capital and skills in Hong Kong, her manufacturing
industries by 1983 were still less capital and skill intensive than
those in the developed countries. And yet as a newly industrializing
country, she is more advanced than most countries in the developing
world. This middle-range position makes her particularly suitable
as a case study for the Product Cycle Hypothesis.
The Trade Position Index is employed as a measure of inter-industry
specialization and the relative import/ export positions of industries
or products. The computed values of the Trade Position Index for Hong
Kong show the following:
(1) Hong Kong's exports to the rest of the world are mainly those labou
intensive products, particularly those at their mature and
standardized stages.
2(2) Rapid capital/ skill accumulation in Hong Kong changes her
production pattern and comparative advantage towards more
capital/ skill intensive products at their newly mature stage.
(3) In the process of industrialization, Hong Kong emerges as a net
exporter of manufactures, and increasingly towards products of
higher capital and skill intensity.
Therefore, according to our findings Hong Kong does experience
product cycle trade. She specializes in. the export of-mature
labour intensive manufactures. Her exports are mainly those
primitive versions (as primitive versions tend to standardize
earlier) of products while at the same time, she imports those
sophisticated versions from the developed countries. Overtime,
economic development, capital and skill accumulation, and with the
help of foreign direct investments which are also promoters of
product cycle trade, have enabled her to acquire comparative
advantage in the production of more capital and skill intensive
products. A number of industries and products are identified as
manifestations of product cycle trade in Hong Kong's context.
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1CHAPTER I: INTRODUCTION
Among the many trade theories which attempt to explain inter-
national trade and the change in trade pattern of a country, the
Factor Proportions Theory is widely accepted by economists. Being
a static, analytical framework- concerning the determination of the
pattern of trade, the theory only provides a 'timeless cross section
view' of comparative advantage but fails to take into account the
elements of dynamics. overtime, its ability in describing actual
trade patterns is subject to question. The purpose of this study is
to investigate into the change of Hong Kong's trading pattern overtime.
In particular, we shall concentrate on Hong Kong's manufactured exports.
We shall demonstrate that such exports do exhibit what is called
product cycle patterns, and we shall try to identify these products,
their stage and timing in their change in the product life cycle. It
is hoped that this will throw some light on the future of Hong Kong's
further-industrialization and prospects of various products.
1.1 Explanation of Trade Pattern
The Factor Proportions Theory of international trade has served
the discipline of economics quite well in its ability to explain the
import and export conditions of a particular country, to describe
actual trade patterns and to suggest recommendations for government
policies, and so on. According to this theory (generally called the
'Heckscher-Ohlin' Theory), a country will export the commodity in
which its relative abundant factor is used intensively and import the
commodity that use the scarce factor intensively. Based on this, a
relatively labour abundant country will export labour intensive
2products and import capital intensive products, and the reverse is
true for a capital abundant country.
However, a big surprise to the theory was produced by Leontief's
study in 1953(1). He demonstrated that the export industries of the
capital-abundant United States were'-more labour intensive than her
import-competing industries. Economists at that time were shocked by
the findings and several explanations were put forth in an attempt to
solve the paradox. Firstly, workers in the U.S. were claimed to be
more efficient and productive (three times that of other countries).
If labour productivity is taken into account, U.S. should be a labour
abundant country and export labour intensive goods. Some economists
argued that the U.S. was abundant in human capital and the U.S. export
industries employed more skilled labour as compared to her import-
competing industries. Therefore, the U.S. can be regarded as abundant
in skilled labour and should export skill-intensive commodities.
Other arguments revolved around the fact that tastes of the American
consumers have a strong bias towards capital. intensive goods and
therefore the U.S. should import capital intensive products. Some
attributed such paradoxical result to the existence of factor reversals
in U.S. production. And finally, it was argued that the U.S. imports
were actually natural resources intensive(2). Albeit these efforts,
it cannot help tempting some economists to turn to other trade
(1) Wassily Leontief, 'Domestic Production and Foreign Trade: The
American Capital Position Re-examined', Proceedings of the American
Philosophy Society, vol. 97, Sept. 1953, pp.332-349.
(2) For detailed discussions on the Leontief Paradox, please see Bo
Soderstern, International Economics, London: Macmillan, Second
Edition, 1981, pp.67-74.
3theories for better explanatory power as the Availability theory, the
Vent for Surplus Approach, Increasing Returns, the Technology,
Imitation Gap and the Product Cycle Theory. Despite the fact that
some of these theories are not well defined, and some of them only
explain a small proportion of international.trade, all of them have
a common purpose in that they are designed to remove or at least to
mitigate one or more of the shortcomings of the traditional theory
and to provide better explanations to the world's changing trade
phenomena.
The Product Cycle Theory of international trade, advanced by
Vernon (1966) and Gruber (1970), pointed to the significance of
technology and research activities in explaining international trade
flows. They took research and development as a cause of comparative
advantage with the result that countries which initiate the new
products are the first to export it. With the passage of time,
production and export of the new products will be determined by
factor endowments and other static features. Developing countries
which are mostly labour abundant, will be in an advantageous position
in producing and exporting those commodities that are invented and
produced in developed countries earlier on.
1.2 Comparative Advantage and the Product Cycle
The theory of comparative advantage, first formulated by Ricardo
is an analytical model concerning the pattern of trade. Comparative
advantage is determined by production conditions alone and each
country exports that commodity in which it enjoys a comparative
advantage. In the Heckscher-Ohlin model, however, comparative
4advantage is determined by factor endowment(j).
Unlike these models, the Product Cycle Theory takes the element
of time into account and asserts comparative advantage will shift
across countries as products go through different stages of
development. Products are classified under the Product Cycle Model
as new, mature and standardized ones. In the new product stage,
research and development are important. Countries which carry out
such activities will have comparative advantage to introduce and
export the new products. As. products become mature, capital,
marketing and sales techniques become crucial. Production and
comparative advantage will shift from the initial inventor to
countries that are capital abundant and efficient in sales promotion.
Finally, in the standardized stage. of the products, comparative
advantage will shift to those less developed countries because of
their low labour cost and cheap raw materials. In the Product Cycle
Model, the concept of comparative advantage retains much of its
original meaning. It is determined by production conditions alone.
Also, a country that acquires comparative advantage as products go
through different stages of a cycle will export the products.
1.3 The Product Cycle Theory Applied to Honq Konq
Today, Hong Kong, together with South Korea, Singapore and
Taiwan, are newly-industrializing countries (NICs), in that through
long and arduous struggle, they have succeeded in putting themselves
in a position above the less developed countries. Limited by its
(3) Ronald W. Jones, 'Factor Proportions and the Heckscher'-Ohlin
Theorem', Review of Economic Studies, January, 1956, pp.2-3.
5small internal market and the general reliance on other countries fol
food and natural resources, Hong Kong has to adopt an outward-lookinc
policy of export-oriented industrialization from the very beginning.
With its free trade and generally non-interventionist policy, it
provides a promising case for testing the Product Cycle Theory of
trade.
1.3.1 Hong Kong: The Economic Backgroundk4)
Hong Kong's metamorphosis from an entrepot to a manufacturing
city and then to a financial centre can best be studied by tracing
back her development history chronologically. Hong Kong began to
transform from an entrepot into an industrial city early in 1950s
and rapid industrialization accompanied by a high rate of increase
in income took place in the 1960s and early 1970s. In 1974- 1975,
Hong Kong, as other economies, suffered from world-wide recession.
But Hong Kong did recover speedily and the economic growth of the
Hong Kong economy during 1976- 1981 was again phenomenal. Another
economic recession of the developed countries set in during 1981 and
1982 but fortunately the resilience of the economy of Hong Kong
enabled her to roar out of the doldrums easily and blossom swiftly
in 1983 and 1984. The following discussion will concentrate in the
operation of the economic factors, though it is inevitable that
political considerations have to be taken into account.
The impetus for the industrialization of Hong Kong in the 1950s
(4) Most of the information is taken from Edward K.Y. Chen, 'The
Economic Setting', The Business Environment in Hong Kong in David
Lethbridge ed., Oxford University Press, Second Edition, 1984,
pp.1-51.
6was mainly historical and institutional. Historically, soon after
the establishment of a communist Regime in Mainland China in 1949,
many refugees came to Hong Kong. This brought to Hong Kong (i)
abundant cheap labour (ii) experienced entrepreneurs (especially
Shanghainese) and (iii) capital which are all important for the
development of industries. In addition, trade between Communist
China with Soviet Russia and the Eastern European Countries rather
than with the West led to a rapid decline in Hong Kong's entrepot
trade after 1951. The outbreak of the Korean War and the imposition
of the United Nations embargo on Mainland China further accentuated
the situation. As a result, there was a very sharp fall in Hong
Kong's trade with china. Facing this situation, Hong Kong must
produce to survive. Institutionally, the British administration has
helped industrial development in Hong Kong at least in three aspects.
The Hong Kong Government has maintained political and social stability
in this Colony. which attracts a large inflow of capital. The lassiez-
faire policy of the government has given more confidence to the
private sector to develop industries in Hong Kong. In addition, the
Commonwealth General Preference Scheme has enabled the industries in
Hong Kong to enjoy lower tariffs in the Commonwealth countries in its
earliest stages of development(s).
Almost all industries at that time were light industries. This
is obvious for several reasons. Light industry is labour intensive
by nature. The relatively cheap and abundant supply of labour in
Hong Kong is an asset. The simplier and less laborious work of
(5) This advantage was of importance only in earlier years since
the Commonwealth Preference Scheme has been abolished.
7light industries also suit women and young workers which represent a
substantial percentage of the total labour force in Hong Kong.
Moreover, light industries generally require less land and therefore
is more suitable for Hong Kong. Finally, many of them operate in a
small scale. This suits the mentality of small industrialists
which Hong Kong has plenty.
On the other hand, limited by her small domestic market, most
of the Hong Kong manufactures are for export. Hong Kong was fortunate
to have accessible markets in developed countries which enjoyed almost
uninterrupted prosperity in the post-war period up to the early 1970s.
There was a large demand for cheap consumer goods, like textile
products, providing external market for Hong Kong's light industrial
products.
After this period of early industrialization, Hong Kong has
performed miraculously well in the past twenty years. Her Gross
Domestic Product (GDP), as a measure of economic welfare, should
Table 1.1 Average Annual Growth Rates of GDP and GDP per head (at
1973 constant prices) of Hong Kong








8reveal her economic performance in this period(6).
Table 1.1 shows the average annual growth of GDP and GDP per
head during the period 1961- 1982. It can be seen that the rate of
economic growth in Hong Kong as measured by GDP and GDP per head
has been extremely high by any standard during the past twenty years.
Albeit the Hong Kong economy has experienced considerable fluctuation
in its level of economic activity especially in years as 1965 (bankin
crisis), 1967 (riots), 1974- 1975 and 1982 (world recession), she
has managed to recover rapidly, and having such average annual growth
rates must be the envy of many countries.
To facilitate comparison, the average annual growth rates of
real GDP and GDP per head in selected economies are listed in
Table 1.2 and 1.3 respectively.
Table 1.2 shows that among Asian countries, the economic
growth of Hong Kong was only second to Japan, but faster than all
other countries during the period 1960- 1970. In the period 1970-
1980, the growth of Japan slowed down while economies as Korea,
Taiwan and Singapore which have adopted an export-oriented develop-
ment strategy grew at a faster pace. In this period, the growth of
Hong Kong was slightly below that of Singapore and Taiwan, but still
above all other countries. Table 1.3 reveals the fact that, in Asia,
Hong Kong's level of GDP per head is next only to that of Japan and
Singapore but still behind those Western industrialized countries.
(6) Despite most economists are aware of the limitations of using
Gross National Product (GNP) or Gross Domestic Product (GDP)
as a measure of economic welfare, almost all economists continue
to use them as. the standard measure of economic performance.
9Table 1.2 Average Annual Growth Rate of Real GDP and GDP per head:
Selected Economies (in percentages)
Countries Period GDP GDP per head
Hong Kong 1961- 1970 9.8% 7.3%
1970- 1981 9.6 7.0
West Germany 1960- 1970 4.4 3.5
1970- 1981 2.2 2.0
United States 1960- 1970 4.3 3.0
1970- 1981 2.6 1.5
United Kingdom 1960- 1970 2.9 2.3
1970- 1980 2.0 1.9
India 1960- 1970 3.7 1.5
1970- 1980 2.9 0.9
South Korea 1960- 1970 8.6 5.7
1970- 1981 7.0 5.3
Japan 1960- 1970 10.5 9.4
1970- 1981 4.6 3.5
Philippines 1960- 1970 5.1 2.1
1970- 1981 5.9 3.1
Taiwan- 1960- 1970 9.6 6.7
1970- 1981 9.2 7.1
Singapore 1960- 1970 7.9 5.4
1970- 1981 9.8 7.7
Thailand 1960- 1970 7.2 5.0
1970- 1981 6.7 4.2
Sources Chen (1984)
On the other hand, it is crystal clear that there have been
two phases of structural change in the economic growth of Hong Kong
in the past twenty years. The first phase occured up to the 1960s
when there was a shift of resources to the manufacturing sector.
10
Table 1.3 GDP per head in Selected Countries
Countries Year GDP per head (US$)
Hong Kong 1981 4,768
Japan 1980 9,136
Singapore 1981 5,375






West Germany 1981 11,135
United States 1981 12,567
United Kingdom 1980 7,290
Sources: Chen (1984)
The second phase began in the early 1970s where attentions were
directed towards the development of Hong Kong as a financial centre.
Table 1.4 gives the changes in the percentages' share of different
economic activities in GDP from the period 1961- 1980. It can be
seen that the contribution of the manufacturing sector to GDP in
the 1960s, rose from 23.6% in 1961 and 1962 to 30.8% in 1970,
whereas the contribution of financial and commercial services to
GDP in 1970 was only 14.5% and increased to 21.6% in 1972 and 25.9%
in 1980, revealing the importance of Hong Kong as a financial centre.
But it is of importance to note that although the development of
financial services has certainly given impetus to the territory's
economic Growth, the importance of manufacturina industries to the
11
Table 1.4 GDP by Economic Activity: Hong Kong (in percentages)
1961 1962 1970 1972 1974 1976 1978 1980Code Economic Activity by I.S.I.C.
1.3% 1.0%1.6% 1.6%2.2%3.4' 1.81Agriculture(l)1
0.2 0.1 0.1 0.10.32 Mining and quarrying
25.126.528.0 25.0 27.4.23.6 30.83 Manufacturing
Utilities (2)
1.31.41.84 1.9 1.7 1.62.4
27.929.8 26.7 29.32- 4 Industrial Sector 26.3 32.9
6.95 Construction 6.2 3.3 4.1 4.7 4.1 26. 7.1
19.221.26 Wholesale and retail trade 20.6 23.821.9 21.9 21.5
7.2Transport and communication 6.1 7.27 5.7 6.29.6 7.4
25.98 20.4Financial and commercial services 21.6 18.0 18.817.4 14.5
12.99 15.8 14.915.9Community social and personal services 18.215.3 17.2
100.0 100.0Total 100.c100.0 100.0 100.0 100.0
Note: I.S.I.C.= International Standard Industrial Classification
(1) including hunting, forestery, and fishing
(2) electricity, gas and water
* less than 0.50%
Sources: Chen (1984)
12
Hong Kong economy should not be underrated. The basis of the
economy has been, and should continue to be, manufacturing.
Therefore, the strength and weakness of its industries is still of
prime importance to the future growth of the Hong Kong economy.
Indeed, some writers even argued that it is desirable for Hong Kong
to undergo another phase of industrialization the 'Second
Industrial Revolution' so as to enable Hong Kong to concentrate
on more capital and technology intensive industries, taking advantage
of the foundation already built7.
1.3.2 Hong Kong's Foreign Trade: Major Components and Directions
The importance of foreign trade to Hong Kong is found in
several aspects. Hong Kong is hilly and most of her land is not
arable. Hence, agriculture in Hong Kong is extremely limited.
Besides, she also lacks natural resources. Therefore, she needs
to import food and raw materials from other countries. At the same
time, her domestic market is not large enough to absorb her domestic
production. So most of the manufactures have to be exported. From
this point of view, foreign trade is vital to the process of
industrialization of. this 'import-export house' as she has no choice
in the matter, and at the same time, thanks to her wide, deep and
sheltered harbour which greatly facilitates this trade.
a. Domestic exports
According to theroduction censuses, about 75% of the output
(7) See Edward K.Y. Chen, 'The Economic Setting', The Business
Environment in Hong Kong in David Lethbridge ed., Oxford
University Press, Second Edition, 1984, pp.8.
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of the major industries in Hong Kong is for export. Table 1.5 and
1.6 show the percentage shares of the major industries in domestic
exports and their trade directions respectively.
Several things can be observed from these two tables. From
Table 1.5, it can be seen that the Clothing and the Textile industries
were most important in Hong Kong in the mid-1970s. After 1975, the
importance of the textile sector has declined, while the clothing
sector has been stabilized at a level accounting for about 35% of
Hong Kong's domestic exports. During the process of industrialization,
three other industries have emerged as major industries in Hong Kong.
The plastic industry and the footwear industry were of some
importance in the late 1950s and 1960s, but they have greatly declined
since the early 1970s. Besides, the wig industry was at one time one
of the major industries in Hong Kong. However, following a sharp
fall in world demand, it is now of little importance. Most recently,
the.manufacturing of electronics products and watches and clocks
have become important industries for Hong Kong. Looking at the list
of major manufacturing industries, we can observe that all the major
manufacturing industries are labour intensive light industries
producing consumer goods.
Turning to the direction of trade, Table 1.6 shows that the
United States and the United Kingdom are the largest buyers of Hong
Kong products. West Germany is another buyer. The increasing
importance of China as a market for Hong Kong exports is even more
recent. Much Hong Kong exports to China consists of parts and
semi-manufactures representing intra-industry and intra-firm trade.
b. Import
The lack of arable land and natural resources means that Hong
14
Table 1.5 Percentaqe Share of Malor Industries in Domestic Exports




10.1 2.610.2 11.01971 39.7
1.51.41973 12.438.3 12.1 10.6
1974 2.238.2 1.411.9 9.1 12.0
1975 44.6 1.1 2.89.4 8.7 10.7
1976 43.8 3.79.4 1.07.8 11.4
1977 39.7 4.87.6 12.7 1.09.2
1978 38.6 6.78.7 1.07.1 12.7
1979 36.0 7.3 8.5 0.9 8.312.9
1980 34.1 6.7 13.9 0.97.9 9.6
1981 35.2 6.6 8.4 13.5 1.0 9.2
1982 35.0 4.0 8.4 10.7 0.9 9.0
Sources: Chen (1984)
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Table 1.6 The Direction of Trade: Domestic Exports( as percentages or totals)
United Kingdom West Germany Australia ChinaUnited States JapanYear
27.7% 21.9% 2.6%6.6%1964 0.9%2.7%
41.41968 15.9 5.9 2.9 2.8 0.1
1972 40.2 14.4 10.0 2.9 0.13.1
1974 32.4 12.1 10.7 5.7 4.6 0.4
44.31976 34.4 10.1 12.2 4.2 0.1
1977 38.7 8.7 10.5 3.6 4.0 0.1
1978 37.2 9.5 10.9 3.7 0.24.6
1979 33.6 10.7 114 3.2 4.8 1.1
1980 33.2 10.0 10.8 2.9 3.4 2.4
1981 36.3 9.6 8.8 3.4 3.7 3.0
1982 37.6 8.7 3.5 3.4 3.8 4.6
Sources: Chen1984)
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Kong has to import foodstuff for her population and raw materials
for her industries. Table 1.7 shows that foodstuffs accounted for
25% of total imports but declined to about 10% in recent years.
This is because the income elasticity of demand for food is low(8).
The import of consumer goods and raw materials is more or less
constant overtime but the percentage of imported capital goods
increased moderately overtime and to some extent this reveals the
rapid process of industrialization in Hong Kong and a movement
towards more capital intensive methods of production.
Table 1.8 shows that China has been the major supplier of
foodstuff to Hong Kong up to 1968 when Japan became the largest
supplier of products to Hong Kong. Recently, there has been a
revival of the importance of China and'in 1982, she once again became
Hong Kong's largest supplier. Besides, Hong Kong also imports a
wide range of consumer products like electrical appliances from
Japan, Taiwan and the United States while most machineries and
transport equipments are imported from the United Kingdom and West
Germany.
c. Re-export
Ever since the political change in Mainland China in 1949, Hong
Kong's entrepot trade was swept into a state of limbo. This was
evident in that in 1950, re-exports constituted 89% of total exports
but in 1970, it constituted only 20%. By 1981- 1982, there has
(8) Income elasticity of demand is a measure of the degree to which
quantity demanded responds to income change. Food usually has
low income elasticity of demand because as income of people
increases by much, the amount they spend on food only increases
by little.
17
been a drastic. increase in Hong Kong's entrepot trade and once again,
re-exports constitute some 35% of total exports.
Table 1.9 shows that textile products has been Hong Kong's
major re-export items and they still remain important. Since the
early 1970s, the relative importance of watches and machineries has
increased while that of medical and pharmaceutical products have
declined. For some years (1968- 1979), the re-export of diamonds
and precious stones became important, but their relative importances
in Hong Kong's re-exports have decreased drastically.
Table 1.10 gives the major re-export markets of Hong Kong. In
general, the relative importance of Japan and Singapore has declined
and that of the United States and China has increased rapidly. At
the same time, Taiwan's and Indonesia's shares in Hong Kong's
re-exports have fluctuated.
1.3.3 Change in factor intensities of Hong Kong Exports
The over-dependence on products and markets poses difficulties
to the Hong Kong exports. In addition to market and product
diversification as means to alleviate the problems, product sophis-
tication can be a good alternative. As explained above, almost
all exports of Hong Kong are light industrial consumer goods. This
is consistent with the nature of the Hong Kong economy whose
comparative advantage is in the production of labour intensive
products. But one must also realize that comparative advantage is
a dynamic rather than a static concept for it will change overtime.
The comparative advantage of Hong Kong certainly has changed in the
direction of favouring the production of more capital and technology
18
Table 1.7 Imports Classified by End-use( as percentages of totals )
Year Foodstuffs Consumer Goods Fuels Raw Materials Capital
1964 24.7% 19.7% 2.8% 44.3% 8.5%
1968 20.7 23.9 3.1 43.8 8.6
1970 17.9 25.5 2.7 41.7 12.2
1972 17.5 25.8 2.8 41.0 12.8
1974 18.4 22.3 5.9 40.9 12.6
1976 16.0 21.4 5.9 44.1 12.6
1977 15.5 23.5 5.8 41.9 13.3
1978 13.6 26.6 4.7 42.2 12.9
1979 11.6 25.1 5.4 43.7 14.2
1980 10.8 26.4 6.8 41.6 14.4
1981 10.6 26.7 40.47.7 14.6
1982 11.8 27.0 7.8 39.5 13.9
Sources: Chen (1984)
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5.6 7.05.112.11979 22.5 17.6
7.16.64.91980 23.0 11.819.7
7.87.74.51981 23.2 21.3 10.4
7.17.11982 22.1 4.823.0 10.8
Sources: Chen (1984)
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Table 1.9 Re-exports by Principal Commodities( as percentages or totals)
Articles of apparel & Electrical machinery, Machinery, Medical &
Clothinq accessories apparatus & appliances non-electrical pharmaceuticalYear Textiles Diamonds Watcnes
proauczs
5.2%1.7% 2.3%1.6%6.3% 2.7%1964 15.0%
8.21.9 1.9 3.51968 13.1 3.819.5
8.71970 4.5 1.8 4.813.4 17.8 3.7
1972 5.714.1 5.0 4.514.8 2.5 5.2
1974 3.913.1 5.010.0 2.9 6.87.1
1976 10.7 3.98.7 6.2 3.2 5.57.1
1977 12.1 3.76.37.5 3.1 6.28.3
1978 13.7 9.2 6.6 3.23.5 8.0 7.0
1979 13.8 6.27.1 2.74.7 8.2 8.1
1980 14.3 4.7 6.9 2.05.2 8.7 7.6
1981 16.7 3.8 6.2 5.3 1.810.5 7.2
1982 14.5 2.6 5.1 6.8 1.810.2 7.9
Sources: Chen (1984)
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1.49.61976 16.8 10.5 9.1 7.9
1.810.81977 13.6 8.9 9.010.8
1.61978 9.317.3 9.910.5 9.3
6.610.01979 12.4 8.6 8.49.0
15.41980 10.38.37.3 9.27.4
19.31981 6.7 11.55.8 10.27.8
18.01982 5.8 12.78.2 6.0 10.4
Sources: Chen (1984)
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intensive products. And according to one study of Sung(9), Hong
Kong has managed to do so.
Sung (1984), in an attempt to find out the capital and skill
intensities of the Hong Kong exports with the help of the Input-
Output analysis, employed the depreciation-labour ratio and skilled
professional-labour ratio as proxies for capital and skill intensities
respectively. The results so obtained are presented in Table 1.11.
He found that the capital and skill intensities of clothing
are quite low but the labour productivity and capital and skill
intensities of manufacturing exports have risen quite rapidly overtime.
As for the major industries, textiles is capital intensive whereas
electronics is skill intensive. This is not surprising as there has
been massive foreign investment in the electronics in Hong Kong since
1973. The setting up of manufacturing subsidiaries in.Hong Kong has
resulted in the transfer of not only capital but also technology and
management and marketing skills. In addition, rapid capital accumula-
tion coupled with large-scale industrial training also increase Hong
Kong's productivity considerably. This development is consistent
with the product cycle theory from our point of view.
1.4 Scope and Method of this Study
Against the background of the above discussion, this study intends
to investigate whether Hong Kong's pattern of trade specialization
conforms to that characterized by the Product Cycle Theory of
comparative advantage. In order to'measure the level and direction of
(9) See Y.W. Sung, 'Structural change of the Hong Kong Economy:
Some Preliminary Results', Discussion Paper No.36, May 1984,
University of Honq Kong.
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Table 1.11 Labour Productivity, Capital and Skill Intensities of
Selected Industry Groups (1980 orices)
Depreciation-LabourValue Added per Skill Ratio
Worker ($/man-year) Ratio ($/man-year) to)
Direct D/I D/ I D/T
1962
Manufacturing 12,465 13,545 680 0.68
Exports
1973
Manufacturing 26,010 29,985 2,432 1.62
Exports
1980
Manufacturing 27,566 35,776 2,683 2.49
Exports
Clothing 25,736 33,289 2,076 2.49
Textiles 35,235- 44,283- 4,457 2.14
Electronics 25f631 35,626 2,541 4.32
Electronics 25,472 36,093 2,853 4.01
(incl. watches
Electrical 32,036 41 6 3,760 3.79
Products
Watches 28,066 38,899 3,400 2.98
Plastic Toys 25,078 32,305 2,837 1.93
All Toys 24,515 31,274 2,329 2.70
Plastics 30,280 39,263 3,853 1.81
Metal Products 29,550 36,859 3,262 1.69
Shipping 110,209 107,247 21,160 5.16
Aviation 76,474 79,813 9,465 12.23
Finance 136,693 131,707 5,706 5.52
Insurance 123,717 110,897 4,618 8.12
Notes: D/I= direct and indirect
Sources: Sung (1984)
specialization and trade, the Trade Position Index will be employed.
The Trade-Position Index so named is a modified version of the Grubel-
Lloyd Index of inter-industry tradel(10). The derivation of the Trade
(10) Grubel H.G. and Lloyd P.J., Intra-Industry Trade, the Macmillan
Press Ltd., London, 1975. See also Grubel and Lloyd 'The
Empirical Measurement of Intra-Industry Trade' Economic Record,
vol.47, Dec. 1971, pp.494-517.
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Position Index together with the data utilized will be dealt with in
later chapters. In short, it is an index showing the net trading
positions of countries and the change of such positions overtime.
When used at the industry and product level, it shows the change
in trade patterns as described by the product cycle theory.
It has been pointed out by Hirsch that traded commodities can be
divided into three categories: (1) Ricardo goods (2-) the.Heckscher-
Ohlin goods and (3) the Product Cycle goods (11) A.
Ricardo goods are those which rely very much on natural
endowment. They include all the natural-resources based (NRB) goods,
such as agricultural and fishing, mining and quarrying products,
falling into sections 0- 4 of the United Nations Standard Inter-
national Trade Classification (SITC).
For those Heckscher-Ohlin goods, technology are well known
and universal. Their production process are stable and.their
qualities are standardized. Heckscher-Ohlin goods are usually
grouped under labour intensive mature goods and capital intensive
mature goods and are mainly identified with manufacturing. As such,
the Heckscher-Ohlin theory of trade offers good explanation for their
trading patterns.
The above two categories are unable to include all traded goods.
For those products that are still being developed through research
and development with unsettled technology, they are grouped under the
Product Cycle goods (or New goods). Product Cycle goods are found in
sections 5- 8 (i.e. manufactures) of the SITC. Actually, Product
(11) Seev Hirsch, 'Hypothesis Regarding Trade between Developing and
Industrial Countries', in H.Giersch, Tubingen and Mohr ed.,
The International Division of Labour, Problem and Perspectives,
Hebert Briersch Institute fur Weltwirtshaft Kiel, 1974, pp.65-82.
25
Cycle goods are part of the Heckscher-Ohlin goods. When these Product
Cycle goods become mature and standardized, their specialization and
trade patterns can be adequately captured by the Heckscher-Ohlin
Theory. But, the Product Cycle Theory offers explanations to trade
flows of newly developed products prior to their standardization.
The plan of this study is as follows. Chapter II will trace the
theoretical and empirical literature leading to the development of the
Product Cycle Hypothesis.
Chapter III will describe the procedures for computing the Trade
Position Index. The procedure of computing this index, as devised by
Grubel-Lloyd inter-industry formula has to be modified for our purpose
in order to suit the particular nature of the Hong Kong economy and
trade statistics.
This study plans to compute and compare the Trade Position Index
of Hong Kong trade from 1959 to 1983. Since there was a massive
re-classification of commodity code numbers in 1978, the procedures
described in Chapter III cannot be applied directly to compute the
Trade Position Index. Conversions have to be made to assure consistency,
and the empirical findings so obtained at the SITC section, division and
group level are presented in Chapter IV. It shows the commodity trade
position of Hong Kong in broad terms, i.e., at least at the industry
level.
Chapter V will go into detail the findings at the six-digit product
level. This is really where the life cycle behaviour of certain products
are identified. The last chapter summarizes the findings of the study.
The policy implications and limitations of the study will also be examined.
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CHAPTER II: THEORETICAL ISSUES OF
INTERNATIONAL TRADE AND THE PRODUCT CYCLE
2.1 Traditional Theories of Trade
2.1.1 Classical Theory
The earliest formal theory of international trade began with
the Classical Theory of Comparative Advantage by Ricardo in the early
1800s. It is based on the Labour Theory of Value whereby labour is
considered as the only factor of production and the cost of different
commodities will depend entirely on their labour content (labour time
required). Perfect competition is assumed in both the factor and the
commodity market, and the production factor (i.e. labour) is assumed
to be freely mobile within a country but not at all mobile between
countries.
In contrast with the theory of absolute advantage which is
usually attributed to Adam Smith, the theory of Comparative
Advantage states that it is comparative advantage rather than absolute
advantage which is the genuine basis for profitable international
trade between countries (l). A country will acquire comparative
advantage in the production of a good if the opportunity cost for
producing the good is lower at home than in other countries.
Based on the Labour Theory of Value, the Classical Theory of
Comparative Advantage suggest that a country will export those
products for which it has a high labour productivity relative to
other goods and will import those commodities in which its labour
productivity is relatively low.
According to this theory, labour cost is the major determinant
(1) The Classical Theory of Comparative Advantage was developed
primarily by Ricardo and Torrens in early 1800s.
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of international trade and differences in labour productivities are
due to differences in production functions between countries and
hence lead to differences in comparative advantage and specialization.
This theory suffers from serious drawbacks in that in the real
world there are other production factors than labour. So, the
consideration of labour as the only factor of production does not
have much meaning in predicting trade flows. Furthermore, labour is
not homogeneous. The use of labour time required, without regarding
labour productivity, will also be misleading in calculating the cost
of commodities. In later development of the Classical tradition, full
cost was used to explain differences in comparative advantage.
2.1.2 The Factor Proportions Theory
Large proportion of the international trade literature is
concerned with the Heckscher-Ohlin Theory of Factor Proportions
initiated by Heckscher (1919), developed and extended by his student
Ohlin (1933-), and crystalized by Stopler and Samuelson (1941) and
Samuelson (1948, 1949). Thus, it is usually referred to as the
HOS model. In its simpliest version, it is cast in terms of a
two-product, two-factor and two-country model. Later, the theory is
extended by Krueger (1977) to become a three-factor, multi-country
and multi-commodity model(2)0
Under the HOS model, at least two factors of production are
utilized in the production of a good. Free trade and perfect markets
exist between countries with no information and transportation costs.
(2) Anne 0. Krueger 'Growth, Distortions, and Patterns of Trade among
Many Countries', Princeton Studies in International Finance,
vol. 40, Princeton University Press, New Jersey, 1977.
28
Thus, technology is a free good which can be employed in production
activities in all countries.
From the production side, production functions are assumed to
be linear, homogeneous with diminishing marginal productivity for each
factor. In addition, the production function of a given commodity is
the same throughout the world (as technology is the same throughout
the world) and would only be different for different commodities (3)
Non-reversibility of factor intensities is important for the model(4).
From the consumption side, the model assumes identical
consumption patterns in all countries at any given set of inter-
national prices. That is to say, all commodities are consumed in
the same proportions regardless of income level.
In light of the above-mentioned assumptions, international
trade exists because countries differ with respect to their factor
endowments. Countries are classified as labour, capital and land
abundant. Also, commodities exhibit different factor-intensities
they are classified as labour, capital and land intensive with
respect to their factor requirements.
The HOS model stresses that the only difference that exists
between nations is their relative factor endowments and the cause
of trade is the difference in the relative prices of goods which
are determined by differences in relative factor endowments.
(3) This is in striking contrast with the Classical Theory. Under the
Classical Theory, production functions are different for the same
commodity in countries and therefore labour productivities are
different.
(4) This means that a given commodity is factor X-intensive in
relation to another at all relevant factor price ratios.
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Based on the above, for those capital abundant countries,
price of capital is low and thus can produce capital-intensive goods
cheaper. Similarly, for those countries that are labour abundant,
price of labour is low and thus can produce labour-intensive goods
cheaper. So the capital abundant countries will export capital
intensive goods and the export of labour-intensive goods is left to
those labour abundant countries. In short, comparative advantage
is determined by relative factor endowments in the HOS model.
2.1.3 Demerits of the HOS Theory
Trade theories, like many other theories, are abstracts from
existing phenomena to explain real facts and experiences. Under
closer scrutiny, the abilities of these theories in describing
adequately real situations will lose colour. Most of the criticisms
of the HOS theory are centred around the assumptions the model made
about.the economy.
In the first place, the assumption of internationally identical,
constant return to scale production functions with diminishing
marginal productivities means that scale is of no importance in the
model. In practice, scale of production can be a source of trade(5).
In the second place, identical production functions of a
particular product over the world is assumed by the model. However,
this may not be in fact the case. Technological advancement is an
important determinant of a country's production function.' The
initiation of new products and the invention of new production
techniques can make the production functions of two countries quite
(5) See G.C. Hufbauer, 'The Impact of National Characteristics and
Technology on the Comodity Compostion of Trade in Manufacturing
Goods', in R.Vernon ed., The Technology Factor in International
Trade, New York: Columbia University press, 1970.
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different. This is especially obvious when countries spend a lot of
time and effort in conducting research and development. To cite an
example, agricultural productions in America are highly mechanized
while that in those less developed countries as Java, their agricul-
tural techniques are purely labour intensive.
Thirdly, the assumption that technology is a free good across
countries is also problematic. A country's ability to acquire skill
and knowledge depends on factors as the educational level of its
inhabitants, and the time and expenditure spent in conducting research
and development. This means that technological advancement will not
be the same among countries and technology should not be regarded
as a free good to all.
Fourthly, trade under the HOS model should be one way: those
capital abundant countries exporting capital intensive goods and
those labour abundant countries exporting labour intensive goods.
But what we really observe in real world situations are intra-industry
trading patterns(6)
Furthermore, it is an important feature of the model that
factor intensities should not be reversable(7'. If this is not so,
the model will lose its vigour in predicting production patterns
between countries. But irreversibility is unlikely in this world
because factor intensities in producing a*product will change with
(6) By intra-industry trade, we mean the simultaneous export and
import of products belonging to the same 'industry'.
(7) An important pre-requisite for the non-reversibilities of factor
intensities is that the isoquants of goods X and Y cannot cross
each other.
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its 'product age'. In the initial stage, technology is not fixed
and under continuous modification. Skill is all the more important.
As production technology becomes standardized, more and more machines
and equipemnt can be employed in the production process, and the
reliance on skill and technology is alleviated. All these suggest
that the possibilities of factor-intensities reversals should not be
excluded.
Last but not the least, the assumption that factor proportion
is constant within a country is also questionable. The growth of
population, the accumulation of skill and capital, brain-drain, and
the like imply that factor proportion of a country should not be
treated as constant.
Gradually, the limitations of the two-country, two-good and
two-factor HOS model are realized and both theoretical and empirical
work have been directed towards a multi-commodity, multi-country
version of the HOS model on the one hand, and the development of
complementary or alternative theories to supplement the drawbacks
of the simple HOS model (8) on the other. For example, Krueger
extended the simple HOS model in three directions by (1) adding an
agricultural sector (2) increasing the capital stock (economic
growth) and (3) introducing transport cost. The effect of such
extensions do not alter the basic conclusions of the model but its
(
explanatory powers are greatly enhanced9).
(8) From now on, the two-factor, two-commodity and two-country version
of the HOS model will be referred to as the simple model.
(9) The details of the modified HOS model will not be discussed here.
For those interested readers, please refer to Anne 0. Krueger,
'Growth Distortions and Patterns of Trade among Many Countries',
Princeton Studies in International Finance, vol. 40, Princeton
University Press, New Jersey, 1977.
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2.2 The Product Cycle Theory
Of all the trade theories, the one which is closely related to
the process of development and emphasizes more detailed investigations
of the changing patterns in the international trade of individual
products or groups of products is the Product Cycle Theory. It
belongs to the class of the technological account of trade.
According to this theory, the world is not stable. One important
source of change is technology, and monopoly power is often based on
the acquisition and possession of a superior technology. So technolo-
gical innovations can be an important explanations for trade.
Technological advancement enables new products and new production
processes to disrupt the market from time to time. Usually an
imitation gap exists between the initiator and imitators of these
new products and new production processes and trade will be created
during the period of the imitation gap.
The development of the Product Cycle Theory owes much Co
M.V. Posner(10) for his interesting test and elaboration of the
imitation gap theory. He breaks=up the imitation gap into three
components: (1) 'the foreign reaction lag' (2) 'the domestic
reaction lag' and (3) 'the demand lag'. 'The foreign reaction lag'
is the time it takes for the first foreign firm to try to produce
the new good. 'The domestic reaction lag' is the time required for
domestic producers to follow suit and to be able to establish a hold
on the domestic market. Finally, 'the demand lag' is the time it
takes for the domestic customers to acquire a taste for the new
product. If domestic consumers accept the new product early and
(10) M.V. Posner, 'International Trade and Technical change', Oxforc
Economic Papers, no. 3, 1961, pp.323-341.
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are eager to get it but local producers are not able to produce it,
the imitation lag will be prolonged. Manufacturers in the innovating
country can export the product to the country in which the demand
lag is shorter than the 'domestic reaction lag'. Also, the longer
the difference between the 'imitation leads' and 'imitation lags'
between countries, the bigger will be the trade volume.
Theorists who broke new grounds in their work on the Product
Cycle Theory in the early 1960s and 1970s were Raymond Vernon (11)
Seev Hirsch (12), Louis T. Wells Jr.(13), G.C. Hafbauer(14)
(11) Raymond Vernon, 'International Investment and International Trade
in the Product Cycle', Quarterly Journal of Economics, vol. 80
1966, pp.190-207
'The location of Economic Activity', in John H.
Dunning ed., The Economic Analysis and the Multinational
Enterprise, London: Allen and Unwin, 1971, nn_Pq-114_
(12) Seev Hirsch, 'The U.S. Electronic Industry in International Trade',
National Institution Economic Review, Nov., 1975, pp.92-97
Location of Industry and International Competitiveness
Oxford: Clarendon Press, 1967:
'Hypothesis Regarding Trade between Developing and
Industrialized Countries', in The International Division of
Labour, Problem and Perspectives, International Symposium edited
by Herbert Briersch Institute fur Weltwirtshaft Kiel Tubinge,
1974, pp.65-82.
(13) Louis T. Wells Jr., The Product Cycle and International Trade,
Harvard University Press, 1972
'A Product Life Cycle for International Trade?'
Journal of Marketing, vol.32, July 1968, pp.1-6
, 'Test of a Product Cycle Model of International
Trade: U.S. Export of Consumer Durables', Quarterly. Journal of
Economics, Feb. 1969, o.152-162.
(14) G.C. Hafbauer, synthetic Materials and the Theory of International
Trade, London, 1965
, 'The Impact of *National Characteristics & Technology
on the Community Composition of Trade in Manufactured Goods', in
Raymond Vernon ed., The Technology Factor in International Trade,
Columbia University Press, 1970.
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J.M. FingerklD), and etcetera. They contributed not only in their
refinements and elaborations of the Product Cycle Theory, but also
in their applications of the Theory to the explanation of trade
flows in manufactures (16),
2.2.1 Underlying Assumptions of the Product Cycle Theory
The Product Cycle, sometimes also named the Product Life
Cycle, explanations of international trade are based on a set of
assumptions that differ markedly from the traditional Classical and
Factor Proportions theories.
Under the Product Life Cycle hypothesis, the flow of
information across national borders is restricted. The transmission
of knowledge across international boundaries requires time and cost.
Even inside a country, the dissemination of knowledge and information
between firms and the market is not costless.
From the production side, products undergo predictable changes
in their production and marketing characteristics overtime. The
production process is characterized by economies of scale
(increasing return to scale), and it also changes over time. In
addition, the production function changes with the 'age' of the
product. Early in the life of the product, it is more capital and
skill intensive than in a later stage. Reversibility of factor
intensities is therefore not excluded in the model. Some authors
even argue that reversal will not occur only in the later phase of
(l5) J.M. Finger, 'A New View of the Product Cycle Theory'.
Weltwirtschaftliches Archiv., 1975, pp.79-99.
(16) Empirical studies regarding the Product Life Cycle Theory will
be discussed later on in this chapter.
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the cycle for technology is universal and well known at this stage.
Hence, authors assume essentially identical production functions in
all countries in the late phase.
From the consumption side, tastes differ in different
countries and consumption patterns differ by income levels. Each
product does not account for a fixed proportion of expenditure for
buyers at different income levels, given•a set of international
prices. Some goods account for a higher proportion of consumption
for countries at higher level of income.
Finally, unlike the Classical and HOS assumptions of perfect
markets, free trade and no transportation cost, trade barriers,
information and transportation costs are allowed to exist.
2.2.2 Characteristics of Products in Different Stages of Development
In accordance with the Product Life Cycle Theory, products
go through different stages of development, namely the new, mature
and standardized stages. At each stage of these products, certain
characteristics are exhibited. These characteristics are grouped
under the following headings: (1) Technology and Production Method
(2) Industrial Structure (3) Market and Price Structure (4) Major
Inputs (5) Major Costs (6) Production Location and Comparative-
Advantage and (7) Trade Patterns.
(A) The New Product. Stage
(1) Technology and Production Method
In this stage of the new product, technology is
undefined and is under constant changes and modifications
to adapt to consumer preferences. Production method will
be. :skill intensive. A high proportion of scientific and
technological inputs are essential. Also, production runs
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will be short because manufacturers frequently change
product designs to match consumer tastes.
(2) Industrial Structure
In this stage, there are only a small number of firms
selling the products. As these producers master new
technologies, they are usually given patents and enjoy
quasi-monopoly on their inventions.
(3) Market and Price Structure
New products at this stage exhibit low price elasticity
of demand. This is so because design is in a state of
flux in this stage. As there are many variations of the
products, there will be no base for consumers to compare
the performance of various versions.
Besides, inelastic demand coupled with short production
runs means that price will be high in this stage and there-
fore they appeal mainly to high income consumers(17).
With only few firms monitoring the introduction of
new products, the market will be monopolistic in nature
with little competition.
(4) Major Inputs
In their initiation stage, scientific engineering,
technological inputs and skill labour are most important in
modelling and design of the product.
(17) An investigation by Kasarjian and Robertson showed that those who
are the first to accept a new product are highly educated,
literate, higher in social status and higher in income. For
those interested readers, please see Harold H. Karsarjian and
Thomas Robertson, Perspectives in Consumer Behavior, New York:
Scott and Foresman & Company, 1968.
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(5) major Costs
Based on the above, employment cost of scientists,
engineers and skill technicians and cost in conducting
research and development dominate the production costs of
the product.
(6) Production Location and Comparative Advantage
It is quite reasonable to assume that nobody has
preferential access to new scientific principles. Academic
journals and meetings help spread the newly invented
scientific knowledge to every corner of the world. But
the initiation of new products through development will
depend very much on entrepreneurs which in turn will
depend on potential demand for these goods. Usually, new
products first appear in markets where demand is strongest.
The Product Cycle Theory's assumption that information
is not free across national boundaries carries the
implication that entrepreneurs are more willing to supply
risk capital by producing new products in the home market.
Being close to the market, with relatively little-
information cost as compared to far away markets, entre-
preneurs can more rapidly translate demands for design
changes into more suitable products, and maintain a quick
communication with the changing market.
For example, since the United States spend a large
amount of time, effort and cost in research and there is a
large domestic market with potential high income consumers,
the innovation of new products will most probably be in
U.S. Instability of product design for new products also
argues for a location in U.S.
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All in all, in the new product stage, countries with wide
facilities for research and development, large number of
scientists and professionals will have comparative advantage
in the production of new products.
(7) Trade Patterns
Accordingly, the U.S. will be the exporter of the new
product because other countries suffer from technological
barriers on the one hand, and a relatively higher production
cost (due to their small scale of productin) than U.S. on
the other. In addition, U.S. export volume will be larger
to countries of similar income (noticeably those western
industrial countries)than those less developed countries
with distinctively different income levels and tastes.
As a result, inter-industry trade (net trade)between
the U.S. and the industrial countries also tends to be
larger than what is between the U.S. and the less developed
countries. For the sake of illustration, in the following
discussion we shall take the U.S. as the innovator of new
products and the other industrial countries as immediate
imitators followed by the less developed countries.
(B) The mature Stage
(1) Technolgy and Production Method
In the mature stage, technology is well defined, with
few changes and variations. Some diffusion and transference
to other countries is also possible. Certain degree of
standardization takes place for the mature products.
Mass production and mass distribution methods tend to
be suitable in this stage. The production methods will
most likely be capital intensive utilizing a large amount
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of machinery and equipments.
(2) Industrial Structure
A large number of firms exist in this stage due to the
expiry of patent rights and the development of close
substitutes for the products. American firms will set up
foreign subsidiaries or have mergers with foreign firms to
supply products for foreign markets.
(3) Market and Price Structure
In this stage, mature products call for better
comparison of prices of different firms resulting in
growing price elasticity and an increasingly elastic demand
curve facing individual firm. Also, mature products are
no longer confined to those well-to-do-consumers but also
those men-in-the-street as prices are usually lower in this
stage than what they have been earlier(18)
Increasing competition also takes place in both price
and the market because of close substitutes. Product
differentiation becomes tense. To draw customers,
producers do offer supporting services like rapid delivery
and guarantees.
(4) Major Inputs
As products become mature with intensive product
differentiation, managerial and marketing techniques
(18) -Stobaugh has demonstrated in a Product Life Cycle framework this
fall in prices for petrochemicals. See Robert B. Stobaugh 'The
Neotechnology Account of International Trade:The Case of
Petrochemicals', in Louis T. Wells ea., The Product Life Cycle
and International Trade, Harvard University Press, 1972, pp.83-110.
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become crucial. Management becomes a major input in this
stage.
(5) Major Costs
In this stage of the product, dominating costs would
be that of managemet, marketing and capital costs for
these are the major inputs.
(6) production Location and Compartive Advantage
With growing product familarity and markets becoming
larger, demand in other industrial countries will begin to
be able to support their domestic production. Hence
production locations will shift to those capital abundant
countries. They first produce for import-substitution and
later export.
In the mature stage, a need to develop marketing and
sales promotion of the products is imperative. Therefore,
comparative advantage shift from the innovator to
countries that are capital abundant, efficient in marketing,
sales promotion and related financial activities.
(7) Trade Patterns
As just mentioned, the first primary aim of the other
industrial countries is import-substitution. But when
transport cost plus production cost are cheaper than the
U.S. domestic price of the product, these industrial
countries will export to U.S. Thus inter-industry trade
(net trade) between U.S. and these industrial countries
decreases.
Albert the exports of U.S. to the markets of
industrial countries are displaced, U.S. still exports to
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the less developed countries where production has not yet
begun. Also, we can envisage that inter-industry trade
between U.S. and the less developed countries will decrease
as inter-industry trade between the industrial countries
and the less developed countries will tend to increase.
This is especially true in the later phase of the mature
stage where these industrial countries' exports to the less
developed countries displace U.S. exports because as the
market size of these industrial countries becomes
sufficiently large, manufacturers do not suffer
from high cost associated with small scale anymore. Thus
their export prices will be cheaper than the export prices
of the U.S. goods confronting the same tariff rate.
C) The Standardized Stage
(1) Technology and Production Method
When products approach the standardized stage, technology
is already well-defined and diffused. Operation procedures
are standard and innovation of production processes are
rare.
Production method at this stage becomes labour
intensive, especially in semi-skilled and unskilled labour.
(2) Industrial Structure
Keen and cut-throat competition begins to experience
in this stage. The number of firms producing the products
may decline due to failure of firms under competition.
(3) Market and Price Structure
Price elasticity at this stage is high for consumers
are very sensitive to slight changes in product prices.
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Product specifications, their useful life expectancy, and
the like are well known and stable. As competition
becomes very tense in this stage and production differen-
tiation reaches its maximum to attract potential customers,
rapid maintenance, repair and other services grow in
importance.
(4) Major Inputs
The major inputs at this stage are cheap raw materials
and labour. The composition of labour changes from the
skilled to semi-skilled or unskilled.
(5) Major Costs
At this stage, material and labour cost dominate for
these are the major inputs.
(6) Production Location and Comparative Advantage
Production locations will shift to those labour-
abundant countries with low wage and sufficient skill for
the production of such products. Similar to those industrial
countries, these less developed countries first produce the
products as import-substitution and later for export.
Countries that have cheap labour and materials gain
comparative advantage in production and export. Since less
developed countries have relatively cheap labour, comparative
advantage thus shift to the less developed countries.
(7) Trade Patterns
When economies of scale is achieved by these less
developed countries, and when cost-of transportation plus
cost of production are lower than the industrial countries,
these less developed countries achieve the position of net
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exporter. Under these circumstances, inter-industry trade
between the less developed countries and the industrial
countries will decrease because of import-substitution of
the less developed countries.
Eventually, the trade pattern will be in a situation
where inter-industry trade between the industrial countries
and the less developed countries increases again. But this
time, the industrial countries are the net importers.
At the same time, exports from the less developed
countries will displace exports from the industrial
countries to U.S. due to their cheaper export prices. Once
again, inter-industry trade between U.S. and the less
developed countries increases, but now U.S. is the net-
importer. The export of certain standardized computer
components from Argentina to the U.S. is a case in point(19).
Thus the cycle is complete when U.S. turn from the
position as a strong exporter to the stage where imports may
capture a significant portion of the U.S. market. The
industrial countries also face a cycle similar to that of
the U.S. As still lower income markets (markets of the less
developed countries) become large enough, producers in these
countries will eventually become competitive and displace
the dominance of the industrial countries.
(19) See Louis T. Wells, 'A Prodcut Life Cycle for International
Trade?', Journal of Marketing, vol. 32, July 1968, pp.4.
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2.2.3 Comparative Advantage and the Product Cycle
The Product Cycle Model illustrates the behaviour of a certain
proportion of trade flows (product cycle trade) as the manufacture of
products moves from country to country. What the model suggests is
production functions of certain. products are different in 'different.
phases of its life cycle. This is consistent with the fact that
different countries at different stages of development do acquire
comparative advantage in different manufactured goods.
Besides, the Product Cycle Model is well based on differences
in factor endowments between countries. In the new stage, skill
intensity is important and those skill abundant countries, say the
U.S., will have comparative advantage. In the mature stage, capital
is important and comparative advantage shifts to those industrial
countries. In the standardized stage, cheap labour becomes crucial
and comparative advantage goes to those less developed countries.
The changing comparative advantage and the trade performance for a

































Figure 1: production, Consumption, Import and Export patterns of a
hypothetical product under different stages of development
of the product cycle Model.
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From our discussions above, a Product Cycle product for a
country usually goes through 3 stages, namely import, import-
substitution and export. In this process, a crucial point is the
emergence of local production the timing of which depends on a number
of factors. They are :'(1) economies of scale (2) tariff (3)
transportation cost (4) income elasticity of demand (5) income
level and (6) size of domestic market. If economies of scale can be
reached at low level, if tariff and transportation cost are high, if
income level is high and income elasticity is low, and if the size
of home market is large, the length of time will be shorter for local
manufacturing. Under favourable trading conditions, local production
can then expand for exports.
Various theorists have attempted to extend the Theory in three
directions: (1) pockets of specialized production (Louis T. Wells)
(2) balancing trade (Stobaugh) and (3) trade base on product
differentiation (Louis T. Wells).
(1) Pockets of Specialized Production (20)
According to Louis T. Wells, the main cause of pockets of
specialized production is high income elasticity of demand (21)
If this is so, the national market is not large enough to support
large scale production and that significant fall in unit cost as
(20) See Louis T. Wells, The Product Life Cycle and International Trade,
Harvard University Press, 1972, pp.16. Also see Louis T. Wells,
'A Product Life Cycle for International Trade?' Journal of
Marketing, vol. 32, pp.5.
(21) High income elasticity of demand means as income grows by much,
demand only increases by little.
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a result of scale ecomomies is difficult to attain.
In this case, pockets of specialized production can occur near
high-income consumers in various countries, and no area achieves a
large cost advantage arising from scale economies. When the U.S.
income rises enough to bring the cost down and relatively lower
income customers can afford the product, it will move into product
cycle trade. Sailboat and sports car immediately come to mind.
These have been initially produced in-small-volume in various-
countries and later undergo mass production in U.S.
(2) Balancing Trade
This modification was introduced by Stobaugh(22). In his
application of the Product Cycle Theory to the study of petrochemicals,
he noted that countries export erratically long after the simple
model would predict that they would only import. The explanation put
forth by Stobaugh was that trade was a balancing of capacity with
demand. This will be the result if the producer begins to think
in terms of marginal costs for export pricing. If he believes that he
can sell above full costs in his home market (the home market is
relatively price-inelastic) and dump abroad to use his excess
capacity, he can undercut foreign producers pricing on full costs
and prolong his export period.
(3) Trade Based on Product Differentiation
Another refinement by Louis T. Wells is that U.S. export and
(22) See Stobaugh, 'The Neotechnology Account of International Trade:
The Case of Petrochemicals', in. Louis T. Wells ed., The Product
Life Cycle and International Trade, Harvard University Press,
1972, pp.83-110.
48
import at the same time products of the same product category (i.e.
intra-industry trade)(23). The reason is that there exists different
models for a product. As hypothesized, U.S. has a comparative
advantage in_production and exporting of luxury versions, while she
simultaneously import primitive versions from those industrial or
less developed countries.
Hence the model also provides room for market segmentation.
Product design and raodification can change the appeal of products to
customers and thus modify the trade cycle.
2.2.4 Applicability of the Product Life Cycle Theory and Policy
Implications
As pointed out before, the Product Cycle Theory is mainly used
to explain dynamic patterns of trade. Products subject to technological
innovations are well protrayed by the theory, and a large amount of
manufactured products fall into this category.
Besides, the theory also throws light on investment patterns of
multi-national corporations. When a corporation or firm is in the
stage of introducing the product, it will locate in the most advanced
country, say, the U.S. As the product matures, and if marketing is
better in the Western European Countries, the fir-in will establish a
subsidiary branch in these Western European Countries. When the
product becomes standardized, the corporation will establish another
company or joint venture in the less developed countries. As
comparative advantage shifts according to the stage of the product,
(23), Louis T. Wells, The Product Life Cycle and International Trade,
Harvard University Press, 1972, pp.17.
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the activities of these multi-national corporations also shift across
countries.
Another important contribution of the Product Life Cycle
Theory is that it provides an explanation which is consistent with
the findings of Leontief. The Leontief paradox (1953) was found
contradictory to the Heckscher-Ohlin theory for the latter predicts
that U.S. exports should consist of goods which are more capital
intensive than U.S. imports. But the Product Life Cycle Theory
predicts that newly introduced manufacturing exports are usually more
labour intensive (in strict sense skill intensive) than inputs
especially at the early stage and since the U.S. generally exports
more new products than other countries, the U.S. exports will be more
labour-intensive than her imports. And these predictions go with the
Leontief paradox.
On the other hand, there are also limitations to the Product
Life Cycle Theory. In the first place, the Product Life Cycle Theory
can only explain trade in manufactures.
In the second place, the model says little about products
which do no.t have a particularly strong demand in the United States (24)
In addition, the Product Life Cycle Model cannot be applied to
products the manufacturing locations of which are tied to some
particular natural resources, say agricultural to certain types of
land, mining to areas containing the mineral. Thus, the Product Life
Cycle model does not provide an explanation of trade other than
'foot-loose' industrial goods.
(24) The pockets of specialized production introduced by Louis T. Wells
is intended to alleviate this weakness. See 2.2.3 of this chapter.
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Furthermore, the model cannot provide an explanation to those
products as traditional handicraft goods for which their manufacturing
process only exhibit slightly increasing return to scale.
Lastly, the Product Life Cycle Model is irrelevant to those
products which remain sufficiently differentiated so that price
discrepancies play only a minor role.
For practical purposes, the Model is of value to both
businessmen and government. For business policy, the model provides
indications as to the potential exportability of certain products
and gives fine clues as to what kinds of products that are likely to
be threatened by import competition. Businessmen, through identifying
in what stage particular products are, can predict the trade perfor-
mance of these products and take appropriate actions to modify their
actions-accordingly.
To the government, the model also gives useful clues as to
what kinds of products may be at the threshold of being exportable.
Governmental policies which aim at lengthenning the production runs
of. certain groups of-products may prolong her export position and
generate more export earnings. This is especially important for
countries which try to develop through an outward-looking strategy.
Detailed analysis of policy implications under the Product
Life Cycle Model on Hong Kong's trade situations will be left till
the final chapter of this thesis.
2.3 Empirical works on Product Life Cycles
A substantial amount of empirical work have been done within
the context of the Product Life Cycle theory on the trade behaviour
of different kinds of products.
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Hirsch, in his 1967 study of U.S. electronic products, found that
skill content was the most important element to account for the
superior competitive postition of the United States in the 1950s. As
time went by, competitiveness of the United States in transistors and
electronic consumer goods began to phase out as these products
advanced beyond the new product age. However, there was no change in
U.S. supremacy regarding those industrial electronic products with
high skill and management requirements(25).Hirsch also examined
the problem of producing an unstandardized product far from the market.
His result was that marketing requirements were critical in determining
why optical goods were produced in the United States, close to the
market rather than in Israel, where scientific personnel was
relatively cheaper(26).
Stobaugh (1971) tested the Product Cycle Hypothesis with respect
to the U.S. petrochemicals (27). Accourding to his findings, the
exports of petrochemicals did follow the predictions of the Product
Life Cycle hypothesis. Moreover, exports of petrochemicals by the
United States lasted for twenty-five years after the commencement of
(25) Seev Hirsch, Location of Industry and International Competitiveness,
Oxford : The clarendon Press, 1967. See also Seev Hirsch, 'The
United States Electronics Industry in International Trade', in
Louis T. Wells ed., The Product Life Cycle and International Trade,
Harvard University press, 1972, pp.39-54.
(26)Seev Hirsch, 'Technological Factors in the Composition and Direction
of Israel's Industrial Exports', in Raymond Vernon ed., The
Technological Factor in International Trade, New York: Columbia
University press, 1970.
(27)Robert B. stobaugh, 'The Neotechnolgy Account of International
Trade : The Case of petrochemicals', in lLouis T. Wells ed.,




Also, low cost material rather than low cost
labour were important in determining the export of petrochemicals
from low cost material place to higher cost material place in the
later phase.
In addition, Louis T. Wells, in testing of U.S. consumer durables,
found that American export of consumer durables (1952- 1963) was
consistent-with the predictions of the Product Life Cycle Model.
He also demonstrated that income elasticity of products, economies of
scale and transportation cost significantly determined the U.S.
export of consumer products at that time(29)
Prior to those aforementioned tests, empirical studies of trade
in synthetic materials (1966)(30), office machinery (1960) (31, and
motion pictures (1963)(32) also demonstrated that these products did
follow a cycle of international trade similar to the one which the
Product 'Cycle theory describes.
Lastly, de la Torre (1970) was credited in his work on-the less
(28) Stobaugh explained such a situation by Balancing Trade. See
2.2.3 of this chapter.
(29) Louis T. Wells Jr., 'Test of a Product Cycle Model of International
Trade: U.S. Exports of Consumer Durables' in his book The Product
Life Cycle and International Trade, Harvard University Press,
1972, pp.55-82.
(30) Gray C. Hufbauer, Synthetic Materials and the Theory of Inter-
national Trade, Cambridge: Harvard University Press, 1966.
(31) U.S. Senate, Interstate and Foreign Commerce Committee, Hearings
on Foreign Commerce, 1960, pp.130-139.
(32) Gorden K. Douglass, Production Variation and Trade in Motion
Pictures, unpublished doctoral thesis, Department of Economics,
Massachusetts Institute of 'Technology, 1963.
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developed countries (33). When applying the Product Life Cycle Theory
to the exports of Mexico, Columbia and Nicarague, he came to the
conclusion that these less developed countries export goods late in
the product life cycle. If marketing techniques were important,
exports of the less developed countries usually involved participation
of foreign firms whereas in cases where marketing techniques were not
crucial, exports of the less developed countries were usually carried
out on its own without affiliation with multi-national enterprises.
By a detailed study of the commodity trade pattern of Hong Kong,
this study is an attempt to show how the product Life Cycle theory
can be applied to a Newly Industrializing Country dependent on an
outward-looking strategy for development.
(33) Jose R. De La Torre, Jr., 'marketing Factors in Manufactured
Exports from Developing Countries', in Louis T. Wells Jr. ed.,
the Product Life Cycle and International Trade, Harvard University
Press, 1972, pp.227-259
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CHAPTER III: METHODOLOGY AND DATA
3.1 Product Cycle Trade and Inter-industry Trade
As has been discussed in detail last chapter, both the location
of production and direction of trade will change when a product
goes through its life cycle. This finds expression in the trade
pattern of countries-- some will change from being net exporters
to net importers while others the other way round. It also implies
changes in inter-industry trade flows as the commodity (be it
defined at the industry or product level). composition of trade
among countries change. Therefore, product cycle trade is closely
related to inter-industry trade.
In what follows, the Trade Position Index is employed to
measure the level of trade specialization of Hong Kong in connection
with product cycle trade. The Trade Position Index is simply a
modification of the Grubel-Lloyd index of inter-industry trade.
The reasons for the choice of the Grubel-Lloyd index will become
apparent after the alternative measures of trade are examined.
3.1.1 The Grubel and Lloyd Inter-industry Index of Specialization
Verdoon measures the level of inter-industry trade by the
ratin(l).
where X. and M. are the values of exports and imports respectively
at a certain level of aqqreqation. This ratio varies between zero
(1) Verdoon, P.J., 'The Intra-Bloc Trade of Benelux', in E.A.G.
Robinson ed., Economic Consequences of the Size of Nations/ The
Macmillan Press Ltd., London, 1960.
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and infinity. When the value of exports is smaller than the value
of imports (Xi Mi), the ratio will lie between the narrow margin
of zero and one. But when the export value is greater than the
import value (Xi M1), the ratio will spread out over a wider
band between unity and infinity. Because of this, the ratio can
hardly be a good measure of trade directions as the range of
comparison is not well defined.
Kojima, in his attempt to overcome the shortcomings of the
Verdoon ratio, expresses the smaller of the values of exports and
imports as a ratio of the larger(2) As such, the KoJjima measure
is also a ratio of exports and imports, albeit slight modification.
This ratio lies between the closed interval [0, 1]. It will be
zero for complete inter-industry trade specialization and one in
the absence of such specialization. But according to Paul Luey(3),
the Kojima ratio is more appropriate as a measure of intra-industry
trade than inter-industry trade, since zero and one will then
indicate the absence and complete intra-industry trade specializa-
tion respectively.
( )
Moreover, there is the Linneman's Cosine Measure of trade.
(2) Kojima, K., 'The Pattern of International Trade among Advanced
Countries', Hitotsubashi Journal of Economics,-vol. 5, June 1964,
pp.16-36.
(3) Paul Luey, 'Inter-industry Specialization in International Trade:
The Hong Kong Case', Hong Kong Economic Papers, No.11, April 1977,
pp.20-41.
(4) Linemann, H.,'An Econometric Study of International Trade Flows',
Amsterdam, 1966. See also G.C. Hafbauer, 'The Impact of National
Characteristics and Technology on the Commodity Composition of
Trade in Manufactured Goods', in Raymond Vernon ed., The Technolcav
Factor in International Trade, Columbia University Press, 1970,
pp.198-200.
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The cosine of vectors Vi and Mi provides an index of trade similarity:
where Mi and Xi are the import vector and export vector of certain
commodity compositions respectively. This is a measure of the
cosine of the angle between the vectors of exports of commodities
and imports of commodities in a multi-commodity space. The ratio
varies between one. where the value of exports equals the value of
imports, and zero where either the export value or the import
value equals zero. Again this index can hardly reveal the exact
position of exports or imports for the value of the index will be
zero with no import or no export.
Another method to measure trade is Michaely's Index of
Dissimilarity (5):
This index varies between zero for complete similarity and two for
complete dissimilarity. Despite its usefulness for other purposes
the index cannot reveal the exact position of exports and imports
either.
Lastly, Grubel and Lloyd remove the shortcomings and the
rather clumsy procedures of the aforesaid indexes by devising the
(5) See Grubel and Lloyd, Intra-Industry Trade, The Macmillan Press
Ltd., London, 1975, pp.25-28.
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the following index for measuring the level of inter-industry
trade(6). First of all, let Si be the amount of inter-industry
trade at a certain level of aggregation, then
That is to say, the amount of inter-industry trade is measured by
the absolute difference between the value of exports and that of
imports valued in the same currency at the chosen level of
aggregation. The index for measuring the level of inter-industry
trade (Ai) is given by:
A. lies in the closed interval (0, 1]. If there is export but no
import, or there is import but no export (either Xi=O or Mi=O),
A. equals one and implying a high level of inter-industry trade
and specialization. If A. equals zero, there is neither export nor
import specialization.
However, this index is still inadequate to meet our
requirements of measuring both the level and the directions of
commodity trade flows. This is especially obvious when we obtain
an index A. of unity, we are not informed by this index whether
the country concerned is a net exporter or a net importer, for the
absence of either Mi or Xi can yield an Ai of unity. It is
precisely this limitation that renders modification on the formula
a necessity for our purpose.
(6) See Grubel and Lloyd, Inter-Industry Trade, The Macmillan Press
Ltd., London, 1975.
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3.1.2 The Trade Position Index
In order to measure both the level and direction of net
commodity trade flow and illustrate product cycle patterns, a
modification to the Grubel-Lloyd index is made simply by removing
the absolute signs of the formula to become
This 'modified' index.which we shall call the Trade Position
Index, varies within the limits of [-l, 1]. The trade flow positions






This index can easily be calculated at the industry or
product level, depending on the desired level-of aggregation.
However, this index is still not suitable for direct
application to the Hong Kong situation. As is well known, Hong Kong
has a substantial entrepot trade. According to the Hong Kong Trade
Statistics, even though since 1959 domestic exports have been
separated from re-exports, imports for final use at home and re-exports
are still grouped together and recorded as total imports.-So an adjust.
ment to the total import statistics has to be-made in order to obtain
the value of imports retained for home consumption (retained imports).
This is necessary because all entrepot trade has to be excluded in
order to arrive at Hong Kong's net trade position. This is done
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by substracting the re-export value from the total import value at
the same level of aggregation. Therefore, the refined Trade
Position Index (Ti) for Hong Kong will be
Domestic Export Value- Retained Import Value
T.
1
Domestic Export Value+ Retainedmnrt- VA 1 iA
Domestic Export Value- (Import Value- Re-export Value,
Domestic Export Value+ (Import. Value- Re-export Value)
uomestic Export Value- Import Value+ Re-export Value
Domestic Export Value+ Import Value- Re-export Value
Symbolically,
In the formula above, strictly speaking the value of R.
should not exceed that of Mil otherwise, T. 1. Also R. should
be zero if the value of M. is zero. Also RI.= 0 would imply either
Mi= Of there are no imports or M.= Rif all the imported products
are re-exported.
And, the weighted Trade Position Index (Ti) for a higer
level of aggregation will become:
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3.1.3 Some Problems in Measurement
Before actually applying our formula. to- calculate the Indices
it should be pointed out that the derived values of retained imports
are in general understated. This is due to-the different valuation
methods used in re-exports and imports. -In the Hong Kong Trade
Statistics, domestic exports and re-exports-are valued at f.o.b.
(free-on board) while imports are valued at c.i.f. (cost, insurance
and freight). For a given traded commcdity, the f.o.b. re-export
price is usually higher than the corresponding. c. i. f.- import price
by an entrepot trade margin giving rise to a lower value of retained
imports than it ought to be. This under-estimation of the value
of retained imports has certain effects on our Trade Position
Indices to be calculated. In general, the higher the level of
entrepot trade for a certain industry or a certain product, the
more its Trade Position Index will be affected, and in all cases
Ti will be over-estimated.
Moreover, as the weighted average value of the Grubel-Lloyd
inter-industry index will be progressively lower when industries are
defined in broader terms than in finer aggregates, this is also true
for the Trade Position Index. If we put this back to the Hong Kong
context, the value of the weighted average Trade Position Index will
be lower if industries are defined in terms of one- or two- digit
SITC commodity categories instead of the three-digit groups. It will
even be higher if they are defined in terms of the six-digit SITC
commodity items. This results from the simple reason that at a
high level of aggregation, a certain amount of trade in opposite
directions at a lower level will be cancelled out. Based on the
same argument, upon'aggreqation across countries at a
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certain level of.SITC, the of bilateral trade with individuali
countries, with each country weight determined by its share of the
total exports and import levels, will be greater than that between
a country (say, Hong Kong) and the rest of the world(7). These
considerations, however, does not create problems for us since
we are not going to compare the Ti's of various level of aggregation,
in respect of either products or trading partners.
.Z Use of the Trade Position Index
With its signs and magnitude, the Trade Position Index is an
indication of a country's net trade position in respect of a
certain industry or product at a certain point of time. The
change in this index, then, shows the development of its net trade
position overtime. For the purpose of our study, it is the latter
that we are most interested in.
3.2.1 Some observations on the Trade Position Index
Some observations on the Trade Position Index are
(1) As mentioned earlier, the Trade Position Index ranges from
-1 to +1.
(2) If the Trade Position Index is negative, the country is a
net importer and if it is closer to negative one/ its net
importer's,position becomes more prorninant. In the extreme
case that there are no exporter the index is negative one.
(3) If the Trade Position Index is positive, the country is a
net exporter, and the more prominant its net exporter's
(7) See Grubel and Lloyd, Intra-Industry Trade, The Macmillan Press
Ltd, London, 1975, pp.23-25.
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position, the larger the index becomes. In the extreme
case that there are no imports, the Index is positive one.
(4) The Index becomes zero when imports are equal to exports.
Since imports can be equal to exports at various levels,
it tells us nothing about the level of total trade. This
is because the Trade Position Index is an indication of
net trade position alone. -It also tells us nothing about
domestic production and consumption.
(5) When the Trade Position of a certain industry is zero,
positive and negative trade positions can still exist for
various products of that industry. That is to say, there
is still inter-product trade for the industry. Even at
the product level, various versions can be exchanged.
(6) The movement of the Trade Position Index- for example,
from a negative number to a positive number or vice versa
tells us the change of net trade positions overtime.
Of course, not all traded goods will exhibit changing
patterns, notably the Ricardo goods. But those traded goods
which are subject to changing comparative advantage, such as
the Product Cycle goods, will no doubt exhibit clear patterns.
This is why the Trade Position Index is particularly useful
for our study.
3.2.2 The Trade Position Index in the Product Life Cycle
Since Hong Kong is our case of study, in`this section we
shall take a hypothetical product cycle good and see how it goes
through the life cycle as revealed in Hong. Kong's Trade Position
Index. It was pointed out j.n the last chapter that a product
cycle good would go through three stages, namely the new, mature
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and standardized product stage. Our discussion will follow these
stages accordingly.
(A) The New Product Stage
In this stage, producers and exporters of the new product
will mainly be located in the U.S. or those creators of Product
Cycles. When this product is introduced into Hong Kong, she can
hardly produce it, not to speak of exporting. She can only be an
importer of this new product. Thus the Trade Position Index for
Hong Kong should approach negative one (Ti= -1 because of no
exports).
(B) The Mature Product Stage
As the product matures, Hong Kong as a newly industrializing
country-may be able to start producing some or some version of it
to alleviate her import dependencies on the early exporters. She
might even be able to export some simple-versions. But domestic
demands are mainly satisfied by imports, especially those
sophisticated versions. Thus the Trade'Position Index should be
between negative one and zero (-1 Ti 0), indicating that Hong
Kong is still in a net importer's position with its import value
larger than its export. value for that prcduct.
As time goes on, and when this mature product-becomes
sufficiently labour intensive or moderately capital intensive,
massive productions of these products begin to take place in
Hong Kong, and the Hong Kong products become-more and more
competitive both in the domestic market and markets of other
countries. Eventually, more and more versions of that particular
product will be replaced by local production and exports will
further flourish. In this case, the Trade Position Index for
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Hong Kong will gradually move from negative to positive revealing
that Hong Kong has turned from a net importer's to a net exporter's
position (0 < Ti < 1 for Mi < Xi). The time it takes of course
depends on the production requirements of this particular product.
(C) The Standardized Stage
When the product becomes standardized, production in the U.S.
and other-industrial countries will diminish. This standardized
labour intensive product will suit Hong Kong's labour abundant
nature particularly. Tremendous production will thus be carried
out here. Thus, Hong Kong has comparative advantage and becomes
a substantial exporter of the product, while except some versions,
imports to Hong Kong will continue to diminish. Under this
circumstances, the value of the Trade Position Index should
definitely become positive and get larger.
In some cases, the story does not end here. Through time,
comparative advantage in the production of the product may shift
away from Hong Kong and to the even less developed countries. So,
after a certain period, Hong Kong's export will level off and her
imports will increase again, but this time from the less developed
countries. As a result, Ti falls again and may eventually become
negative, indicating that Hong Kong once more becomes a net
importer. In this eventuality, the product has passed through a
complete cycle for Hong Kong.
The changing value of the Trade Position Index for this
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product
Figure 2: The changing values of Ti of a hypothetical product
through different stages of development under the
Product Life Cycle Theory.
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3.3 Data and Procedures
In this study, the examination of trade directions and trends
for Hong Kong is confined to the period 1959- 1983 at the one-
and two- digit SITC level. This is because 1959 was the first
year when domestic exports and re-exports were separately recorded
in the Hong Kong trade returns(8). For finer diseggregation at
the-three- and six- digit SITC level, the period of'study will be
between 1964- 1983 because large amount of these data were not
available before 1964. These periods are selected because they
encompass. significant shifts in trading patterns as well as in
the economic structure and the entire economy. These periods are
also of significant length to give us a good idea of the directions
in which trade is moving.
As will be touched on below, trade data consists of three
types: (1) value of imports (2) value of exports and (3) value
of re-exports. These data are available in the Hong Kong Trade
Statistics at the one-digit (section) level, two-digit (division)
level, three-digit (group) level and six-digit (product) level (9)•
These data will be used in the calculation of the Trade Position
Indices and the results so obtained will be interpreted in the
forthcoming chapters.
(8) Prior to 1959 (1947- 1959),.trade values-were only available
for Imports and Total Exports. The value of Total Exports was
the summation of the values of Exports and Re-exports.
(9) The classification of the Hong Kong Trade Statistics is prepared
according to the United Nations Standard International Trade
Classification (SITC for short) system which is most commonly
employed in doing empirical studies on trade.
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To facilitate the works that follow, the contents of the SITC
up to the three-digit level under the 1978 classification (10) are
reproduced on the following pages:
Section Description
Code No.
0 Food and live animals chiefly for food
1 Beverages, and tobacco
2 Crude materials, inedible, except fuels
3 Mineral fuels, lubricants and related materials
4 Animal and vegetable oils, fats and waxes
5 Chemicals and related products, n.e.s.
6 Manufactured goods classified chiefly by material
7 Machinery and transport equipment
8 Miscellaneous manufactured articles
9 Commodities and transactions not classified according to
kind and transactions in gold'and coin
N.E.S.= not elsewhere specified.
(10) There are two sets of classification for the Hong Kong TradE
Statistics. The system of classification, which began from
1964- 1977 is referred to as 'the old scheme' in this stud'
whereas the system of classification, which began from 1978




00 Live animals chiefly for food
01 Meat and meat preparations
02 Dairy products and birds' eggs
03 Fish, crustaceans and molluscs, and preparations thereof
04 Cereals and cereal. preparations
05 Vegatables and fruit
06 Sugar, sugar preparations and. honey
07 Coffee, tea, cocoa, spices, and manufactures thereof
08 Feeding stuff for animals (not including unmilled cereals)
09 Miscellaneous edible products and preparations
11 Beverages
12 Tobacco and tobacco manufactures
21 Hides, skins and furskins, raw
22 Oil seeds and oleaginous fruit
23 Crude rubber (including synthetic and reclaimed)
Cork and wood24
25 Pulp and waste. paper
26 Textile fibres (other than wool tops) and their wastes (not
manufactured into yarn or fabric)
27 Crude fertilizers and crude minerals (excluding coal, petroleum
and precious stones)
28 Metalliferous ores and metal scrap
Crude animal and vegetable materials, n.e.s.29
Coal, coke and briquettes32
Petroleum, petroleum products and related materials33
Gas, natural and manufactured34
Electric current35
41 Animal oils and fats
Fixed vegetable oils and fats42
Animal- and vegetable oils and fats, processed, and waxes of43
animal or vegetable origin
Organic chemicals51
Inorganic chemicals52
Dyeing, tanning and colouring materials53
54 Medicinal and pharmaceutical products
Essential oils and perfume materials toilet, polishing and55
cleansing preparations
Fertilizers, manufactured56
57 Explosives and pyrotechnic products
Artificial resins and plastic materials, and cellulose esters58
and ethers
Chemical materials and products, n.e.s.59
Leather, leather manufactures, n.e.s. and dressed furskins61
Rubber manufacturers, n.e.s.62
Cork and wood manufactures (excluding furniture)63
Paper, paperboard, and articles of paper pulp, of paper or of64
paperboard
Textile yarn, fabrics, made-up articles, n.e.s. and related65
products
Non-metallic mineral manufactures, n.e.s.66
Iron and steel67
Non-ferrous metals68
FA Manufactures of metal, n. e. s.




71 Power generating machinery and equipment
72 Machinery specialized for particular industries
73 Metalworking machinery
74 General industrial machinery and equipment, n.e.s. and machine
parts, n.e.s.
75 Office machines and automatic data processing equipment
'7 r,
Telecommunications and sound recording and reproducing apparatus
and equipment
77 Electrical machinery, apparatus and appliances, n.e.s.,and
electrical parts thereof (including non-electrical counter-parts,
n.e.s. of electrical household type equipment)
78 Road vehicles (including air cushion vehicles)
79 Other transport equipment
81 Sanitary, plumbing, heating and lighting fixtures and fittings,
n.e.s.
82 Furniture and parts thereof
83 Travel goods, handbags and similar containers
84 Articles of apparel and clothing accessories
85 Footwear
87 Professional, scientific and controlling instruments and apparatus,
n.e.s.
88 Photographic apparatus, equipment and supplies and optical goods,
n.e.s. watches and clocks
89 Miscellaneous manufactured articles, n.e.s.
91 Postal packages not classified according to kind
93 Declarations of a value of HK$2,000.00 or less
94 Live animals, not for food
95 Amoured fighting vehicles, firearms and ammunition
96 Coin, not current
97 Gold and specie
Group
Code Nob Description
001 Live animals chiefly for food
011 Meat and edible meat offals, fresh, chilled or frozen (except
meat and meat offals unfit or unsuitable for human consumption)
012 Meat and edible meat offals (except poultry liver), salted, in brine,
dried or smoked
014 Meat and edible meat offals, prepared or preserved, n.e.s. fish
extracts
022 Milk and cream
023 Butter
024 Cheese and curd
025 Eggs, birds', and egg yolks, fresh, dried or otherwise preserved,
sweetened or not
034 Fish, fresh (live or dead), chilled or frozen
035 Fish, dried, salted or in brine smoked fish (whether or not
cooked before or during the smoking process)
036 Crustaceans and molluscs, whether in shell or not, fresh (live
or dead), chilled, frozen, salted, in brine or dried crustaceans,
in shell, simply boiled in water
037 Fish, crustaceans and molluscs, prepared or preserved, n.e.s.




041 Wheat (including spelt) and meslin, unmilled
042 Rice
043 Barley, unmilled
044 Maize (corn), unmilled
045 Cereals, unmilled (other than wheat, rice barley and maize)
046 Meal and flour of wheat and flour of meslin
047 Other cereal meals and flours
048 Cereal preparations and preparations of flour or starch of fruits
or vegetables
054 Vegetables, fresh, chilled, frozen or simply preserved (including
dried leguminous vegetables) roots, tubers and other edible
vegetable products, n.e.s., fresh or dried
056 Vegetables, roots and tubers, prepared or preserved, n.e.s.
057 Fruit and nuts (not including oil nuts), fresh or dried
058 Fruit, preserved, and fruit preparations
061 Sugar and honey
062 Sugar confectionery, not containing cocoa
071 Coffee and coffee substitutes
072 Cocoa
073 Chocolate and other food preparations containing cocoa, n.e.s.
Tea and mate074
075 Spices
081 Feeding stuff for animals (not including unmilled cereals)
091 Margarine and shortening
098 Edible products and preparations, n.e.s.
111 Non-alcoholic beverages, n.e.s.
Alcoholic beverages112
Tobacco, unmanufactured tobacco refuse121
Tobacco, manufactured122
Hides and skins (except furskins), raw211
Furskins, raw (including astrakhan, caracul, Persian lamb,212
broadtail and similar skins)
Oil seeds and oleaginous fruit, whole or broken, of a kind used222
for the extraction of 'soft' fixed vegetable oils (excluding
flours and meals)
Oil seeds and oleaginous fruit, whole or broken, of a kind used223
for the extraction of other fixed vegetable oils (including
non-defatted flours and meals of oil seeds and oleaginous fruit)
232 Natural rubber latex natural rubber and similar natural gums
Synthetic rubber latex synthetic rubber and reclaimed rubber233
waste and scrap of.unhardened rubber
Cork, natural, raw and waste (including natural cork in blocks244
or sheets)
Fuel wood (excluding wood waste) and wood charcoal245
Pulpwood (including chips and wood waste)246
Other wood in the rough or roughly squared247
Wood, simply worked, and railway sleepers of wood248
251 Pulp and waste paper
261 Silk
263 Cotton
264 Jute and other textile bast fibres, n.e.s., raw or processed
but not spun tow and waste thereof (including pulled or
garnetted rags or ropes)




265 Vegetable textile fibre (other than cotton jute) and waste of
such fibres
266 Synthetic fibres suitable for spinning
267 Other man-made fibres suitable for spinning and waste of man-
made fibres
268 Wool and other animal hair (excluding wool tops)
269 Old clothing and other old textile articles rags
271 Fertilizers, crude
273 Stone, sand and gravel
274 Sulphur-and unroasted iron pyrites
277 Natural abrasives, n.e.s. (including industrial diamonds)
278 Other crude minerals,
281 Iron ore and concentrates
282 Waste and scrap metal of iron or steel
286 Ores and concentrates of uranium and thorium
287 Ores and concentrates of base metals, n.e.s.
288 Non-ferrous base metal waste and scrap, n.e.s.
289 Ores and concentrates of precious metals waste, scrap and
sweepings of precious metals (other than of gold)
291 Crude animal materials, n.e.s.
292 Crude vegetable materials, n.e.s.
322 Coal, lignite and peat
323 Briquettes coke and seim-coke of coal, lignite or peat retort
carbon
333 Petroleum oils, crude, and crude oils obtained from bituminous
minerals
Petroleum products, refined334
Residual petroleum products, n.e.s. and related materials335
Gas, natural and manufactured341
Electric current351
411 Animal oils and fats
423 Fixed vegetable oils, 'soft', crude, refined or purified
Other fixed vegetable oils, fluid or solid, crude, refined or424
purified
Animal and vegetable oils and fats, processed, and waxes of431
animal or vegetable origin
Hydrocarbons, n.e.s., and their halogenated, sulphonated,511
nitrated or nitrosated derivatives
Alcohols, phenols, phenol-alcohols, and their halogenated,512
sulphonated, nitrated or nitrosated derivatives
Carboxylic acids, and their anhydrides, halides, peroxides and513
peracids and their halogenated, sulphonated, nitrated or
nitrosated derivatives
514 Nitrogen-function compounds
Organo-inorganic and heterocyclic compounds515
Other organic chemicals516
Inorganic chemical elements, oxides and halogen salts522
Other inorganic chemicals-organic and inorganic compounds of523
precious metals
Radio-active and associated materials5 24
Synthetic organic dyestuffs, etc., natural indigo and colour531
lakes




532 Dyeing and tanning extracts, and synthetic tanning materials
533 Pigments, paints, varnishes and related materials
541 Medicinal and pharmaceutical products
551 Essential oils, perfume and flavour materials
553 Perfumery, cosmetics and toilet preparations (excluding soaps)
aqueous distillates-and aqueous solutions of essential oils
(including such products suitable for medicinal uses)
554 Soap, cleansing and polishing preparations
562 Fertilizers, manufactured
572 Explosives and pyrotechnic products
582 Condensation, polycondensation and polyaddition products, whether
or not modified or polymerized, and whether or not linear (eg.
phenoplasts, aminoplasts, alkyds, polyallyl esters and other
unsaturated polyesters, silicones)
583 Polymerization and copolymerization products (eg. polyethylene,
polytetrohaloethylenes, polyisobutylene, polystyrene, polyvinyl
chloride, polyvinyl acetate, polyvinyl chloroacetate and other
polyvinyl derivatives, polyacrylic and polymethacrylic
derivatives, coumaroneindene resins)
584 Regenerated cellulose cellulose nitrate, cellulose acetate and
other cellulose esters, cellulose ethers and other chemical
derivatives of cellulose plasticized or not (eg., collodions,
celluloid) vulcanized fibre.
585 Other artificial resins and plastic materials
591 Disinfectants, insecticides, fungicides, weed killers, anti-
sprouting products,'rat poisons and similar products, put up
in forms or packings for sale by retail or as preparations or
as articles (eg., sulphurtreated bands,-wicks and candles, fly-
papers)
592 Starches, inulin and wheat gluten albuminoidal substances glues
Miscellaneous chemical products, n.e.s.598
611 Leather
Manufactures of leather or of composition leather, n.e.s saddlery612
and harness parts of footwear, n.e.s.
Furskins, tanned or dressed (including furskins assembled in613
plates, crosses and similar forms) pieces or cuttings of furskin,
tanned or dressed (including heads, paws, tails and the like,
not being fabricated)
Materials of rubber (eg., pastes, plates, sheets,rods, thread,621
tubes, of rubber)
Rubber tyres, tyre cases,interchangeable tyre treads, inner625
tubes and tyre flaps, for wheels of all-kinds
Articles of rubber, n.e.s.628
633 Cork manufactures
Veneers, plywood, improved or reconstituted wood, and other634
wood, worked, n.e.s.
Wood manufactures, n.e.s.635
641 Paper and paperboard
Paper and paperboard, cut to'size or shape, and articles of642
paper or paperboard
651 Textile yarn
Cotton fabrics, woven (not including narrow or special fabrics)652





Fabrics, woven, of man-made fibres (not including narrow or
special fabrics)
654
Textile fabrics, woven, other than of cotton or man-made fibres
F::
Knitted or crocheted fabrics (including tubular knit fabrics,
pile fabrics and open-work fabrics)
656 Tulle, lace, embroidery, ribbon, trimmings and other small wares
657
Special textile fabrics and related products
658 Made-up articles, wholly or chiefly of textile materials, n.e.s.
659 Floor coverings, etc.
661
Lime, cement, and fabricated construction materials (except glass
and clay materials)
662 Clay construction materials and refractory construction materials




667 Pearls, precious and semi-precious stones, unworked or worked
671 Pig iron, spiegeleisen, sponge iron, iron or steel powders and
shot, and ferro-alloys
672 Ingots and other primary forms,of iron or steel
673
Iron and steel bars, rods, angles, shapes and.sections (including
sheet piling)
674 Universals, plates and sheets, of iron or steel
675 Hoop and strip, of iron or steel, hot-rolled or cold-rolled
676 Rails and railway track construction material, of iron or steel
677 Iron or steel wire (excluding wire rod), whether or not coated,
but not insulated
67E Tubes, pipes and fittings, of iron or steel
679 Iron and steel casting, forgings and stampings, in the rough
state, n.e.s.







688 Uranium depleted in U235 and thorium, and their alloys, unwrought
or wrought, and articles thereof, n.e.s. waste and scrap of
uranium depleted in U235 and of thorium
689 Miscellaneous non-ferrous base metals employed in metallurgy,
and cermets
691 Structures and parts of structures, n.e.s., of iron, steel or
aluminium
692 Metal containers for storage and transport
693 Wire products (excluding insulated electrical wiring) and fencing
grills
694 Nails, screws, nuts, bolts, rivets and the like, of iron, steel
or copper
695 Tools for use in the hand or in machine
696 Cutlery
697 Household equipment of base metal, n.e.s.




699 Manufactures of base metal, n.e.s.
Steam and other vapour generating boilers, superheated water711
boilers, and auxiliary plant for use three-with and parts
thereof, n.e.s.
712 Steam or other vapour power units, whether or not incorporating
boilers (including mobile engines but not steam tractors, steam
road rollers or steam rail locomotives) and parts thereof, n.e.s.
Internal combustion piston engines and parts thereof, n.e.s.713
714 Engines and motors, non-electric (other than those of groups
712, 713 and 718) parts, n.e.s. of the engines and motors of
groups 714 and item 718.88
Rotating electric plant and parts thereof, n.e.s.716
Other power generating machinery and parts thereof, n.e.s.718
Agricultural machinery (excluding tractors) and parts thereof, n.e.s.721
Tractors (other than those falling within headings 744.11 and722
783.2), whether or not fitted with power take-offs, winches or
pulleys
7 23 Civil engineering and contractors' plant and equipment and parts
thereof, n.e.s.
Textile and leather machinery, and parts thereof, n.e.s.724
Paper mill and pulp mill machineryf_paper cutting machines and725
other machinery for the manufacture of paper articles and parts
thereof, n.e.s.
Printing and bookbinding machinery, and parts thereof, n.e.s.726
Food-processing machines (excluding domestic) and parts therof,727
n.e.s.
728 Other machinery and equipment specialized for particular
industries, and parts thereof, n.e.s.
736 Machine-tools for working metal or metal carbides, and parts
and accessories thereof, n.e.s.
737 Metalworking machinery (other than machine-tools), and parts
thereof, n.e.s.
Heating and cooling equipment and parts thereof, n.e.s.741
Pumps (including motor and turbo pumps) for liquids, whether742
or not fitted with.measuring devices liquid elevators of
bucket, chain, screw, band and similar kinds parts, n.e.s.
of such pumps and liquid elevators
Pumps (other than pumps for liquids) and compressors fans and743
blowers centrifuges filtering and purifying apparatus and
parts thereof, n.e.s.
Mechanical handling equipment, and parts thereof, n.e.s.744
Other non-electrical machinery, tools and mechanical apparatus,745
and parts thereof, n.e.s.
Non-electric parts and accessories of machinery, n.e.s.749
Office machines751
Automatic data processing machines and units thereof magnetic752
or optical readers, machines for transcribing data onto data
media in coded form and machies for processing such data, n.e.s.
Parts, n.e.s. of and accessories (other than covers, carrying759
cases and the like) suitable for use solely or principally with
machines of a kind-falling within heading 751 or 752
Television receivers (including receivers incorporating radio-761
broadcast receivers or sound recorders or reproducers)




762 Radio-broadcast receivers (including receivers incorporating
sound recorders or reproducers)
763 Gramophones (phonographs), dictating machines and other sound
recorders or reproducers (including record players and tape
decks, with or without sound-head) television image and
sound recorders or reproducers
764 Telecommunications equipment, n.e.s. and parts, n.e.s. of and
accessories for the apparatus and equipment falling within
division 76
771 Electric power machinery (other than the rotating electric
plant of heading 716), and parts thereof, n.e.s.
772 Electrical apparatus for making and breaking electrical circuts,
for the protection of electrical circuts, or for making
connections to or in electrical circuits (eg., switches, relays,
fuses, lightning arresters, surge suppressors, plugs, lampholders
and junction boxes) resistors, fixed or variable (including
potentiometers), other than heating resistor printed ciruits7
switchboards (other than telephone switchboards), and control
panels, n.e.s. parts, n.e.s. of the foregoing apparatus
773 Equipment for distributing electricity
774 Electric apparatus for medical purposes and radiological apparatus
775 Household type, electrical and non-electrical equipment, n.e.s.
776 Thermionic, cold cathode and photo-cathode valves and tubes
(including vapour or gas valves and tubes, cathode-ray tubes,
television camera tubes and mercury arc rectifying valves and
tubes) photocells mounted piezo-electric crystals diodes,
transistors and similar semi-conductor devices electronic
microcircuits, and parts thereof, n.e.s.
778 Electrical machinery and apparatus, n.e.s.
781 Passenger motor cars:(other than public-service type vehicles),
including vehicles designed for the transport of both passengers
and goods
Motor vehicles for the transport of goods or materials and782
special purpose motor vehicles
Road motor vehicles, n.e.s.783
Parts and accessories, n.e.s. of the motor vehicles falling784
within heading 722, 781, 782 or 783
Motorcycles, motor scooters and other cycles, motorized and785
non-motorized invalid carriages
Trailers and other vehicles, not motorized, n.e.s. and specially786
designed and equipped transport containers
Railway vehicles (including hovertrains) and associated equipment791
Aircraft and associated equipment, and parts thereof, n.e.s.792
Ships, boats (including hovercraft) and floating structures793
Sanitary, plumbing, heating and lighting fixtures and fittings,812
n.e.s.
Furniture and parts thereof821
Travel goods (eg., trunks, suit-cases, hat-boxes, travelling-831
bags, rucksacks), shopping bags, handbags, satchels, brief-
cases, wallets, purses, toilet-cases, tool-cases, tobacco
pouches, sheaths, cases, boxes (eg., for arms, musical
instruments, binoculars, jewellery, bottles, collars, footwear,
brushes) and similar containers, of leather or of composition
leather, of vulcanized fibre, of artificial plastic sheeting,




of paperboard or of textile fabric
842 Outer garments, men's and boy's, of textile fabrics (other
than knitted or crocheted goods)
Outer garments, women's, girls' and infants', of textile-843
fabrics (other than knitted or crocheted goods)
844 Under garments of textile fabrics (other than knitted or
crocheted goods)
845 Outer garments and other articles, knitted or crocheted, not
elastic nor rubberized
846 Under garments, knitted or crocheted
847 Clothing accessories, of textile fabrics, n.e.s.
848 Articles of apparel and clothing accessories of other than
textile fabrics headgear of all materials
851 Footwear
871 Optical instruments and apparatus
872 Medical instruments and appliances, n.e.s.
873 Meters and counter, n.e.s.
874 Measuring, checking, analysing and controlling instruments
and. apparatus, n.e..s. parts and accessories, n.e.s. of the
instruments and apparatus of groups 873 and 874
881 Photographic apparatus and equipment, n.e.s.
882 Photographic and cinematographic supplies
883 cinematograph film, exposed and developed, whether or not
incorporating sound track or consisting only of sound track,
negative or positive
884 Optical goods, n.e.s..
885 Watches and clocks
892 Printed Matter
893 Articles, n.e.s. of materials of the kinds described in
division 58
694 Baby carriages, toys, games and sporting goods
Office and stationery supplies, n.e.s..895
Works of art, collectors' pieces-and antiques896
Jewellery, goldsmiths' and silversmiths' wares, and other897
articles of precious or semi-precious materials, n.e.s.
Musical instruments and parts and accessories thereof898
(including phonograph records and the like)
Other miscellaneous manufactured articles, n.e.s.899
Postal packages not classified according to kind911
Declarations of a value of HKS2,000.00 or less931
Live animals, nor for food941
Amoured fighting vehicles, firearms and ammunition951
Coin, not current961
Gold Wand specie971
N.E.S.= not elsewhere specified.
In dealing with the raw data, problems mainly arise from
three sources: (1) the problem of definition, (2) data
77
inconsistencies and (3) data conversions.
3.3.1 The Problem of Definition
In economic analysis, the term industry is conventionally
defined as a group of firms producing one homogeneous commodity.
This convention poses difficulties in empirical studies on inter-
national trade. Even if data. are available, and there are as many
industries as commodities, the number will be so large to the
extent that the task of calculation for all industries becomes
unwicldly. To overcome the problem, commodities or industries
for which primary data are available are often themselves.defined
as sets of goods grouped together according to some classification
This thesis follows the established convention of defining
industries in terms of three-digit commodity groups. If this
is so, the notion of 'one industry one commodity' is therefore
meaningless for a three-digit SITC industry. Even if industries
are defined in terms of six-digit commodity items, they may still
produce more than one product. Say for instance, the commodity
item 894100 as an industry would make the industry producing baby
and invalid carriages which clearly are two separate commodities.
But in general, it is reasonably acceptable to take the three-
digit classification as industries and six-digit classification as
products. This is what we use in this thesis.
3.3.2 Data Inconsistencies
Insofar as trade data are concerned, it is generally agreed
(11) See Grubel and Lloyd, Intra-Industry Trade, the Macmillan
Press Ltd., London, 1975, pp.2-5.
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that the Hong Kong Trade Statistics do provide a relatively
accurate source of information about the import, export and
re-export figures. However, the case is not that ideal. In many
cases, the re-export values-of-certain three-digit and six-digit
items are greater than their corresponding import values, giving
rise to some Ti's 1, which are outside the range of -1 T. i 1.
Examples can be found in 751211 (Adding machines) where its re-
export value in 1982 was HK$24,230 but its corresponding import
value was 0. Similar things happened in 821992 (Furniture nes
of plastic coated rattan) with its re-export value in 1973 amounted
to HK$4,000, but no import value was recorded for the year. One
reason for this is inventory carry-over, so that for some
industries re-export values are greater than their import values
in the same year. On the other hand, certain 'buy cheap and sell
dear' industries will also exhibit such extraordinary behaviour.
Industries belonging to this category are the metal scrap and ship
breaking- industries. For instances, the cost of buying a wrecked
ship is comparatively cheaper than its metal scraps sold after
breaking. Fortunately, there are only few cases of this nature.
3.3.3 Data Conversion Problem
In 1978, a major reclassification of data-took place and
they happened in the following four ways:
(1) massive introduction of new products
Many new items, especially in Section 7 and Section 8
of the SITC, appeared in 1978. For example, 763881 (Sound
recorders cassette tape type), 764931 (Aerials for tele-
vision receivers), 885131 (Watches movements electronic
assembled), 898250 (Electro magnetic electrostatic
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instruments), appeared for the first time.
(2) finer breakdown of many items
For instance, in Section 7, the previous 712 (Agricul-
tural machinery implements.) was broken down to 721 (Agricul
tural machinery, excluding tractors, and parts thereof nes)
and 722 (Tractors, other than those falling within heading
744 11 and 783 2, whether or not fitted with power take off
winches or pulleys). Besides, in Section 8, the previous
841 (Clothing, except fur clothing) and 842 (Fur clothing,
not including headgear and gloves, and other articles made
of furskins artificial and articles thereof) was disaggre-
gated to 842 (Outer garments mens and boys of textile
fabrics, other than knitted or crocheted goods), 843 (Outer
garments womens girls and infants of textile fabrics, other
than kintted or crocheted goods), 844 (Under garments of
textile fabrics, other than knitted or crocheted not
elastic nor rubberized), 846 (Under garments knitted or
crocheted), 847 (Clothing accessories of textile fabrics
n-es) and 848 (Articles of apparel and clothing accessories
of other than textile fabrics headgear of all materials).
(3) the re-grouping of different six-digit commodity code
under the same three-digit group
To cite an example, before 1978, SITC code 727 (Food
processing machines, excluding domestic, and parts thereof
nes) was composed of 718310 (Machinery for milling grain
etc), 718390 (Food processing machines nes) and 718399
(Parts for food processing machines). After 1978, the
components of 727 were 727110 (Machinery for milling
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grain etc), 727190 (Parts nes of the machinery item 727110),
727210 (Machines for oil industry), 727220 (Food processing
machinery nes) and 727290 (Parts nes of the machinery item
(12)727220)
(4) the re-assigning of different SITC code number to the
same commodity
Obvious examples are 751820: Photo copying apparatus
(714911 before 1978) 778319: Starting Ignition equipment
for internal combustion (724910 before 1978). In section 8,
examples can be found'in 821020: Medical furnitures and
parts thereof (821020 before 1978) and 898323: Gramophone
records (891201 before 1978).
Because of these problems, all data from 1964- 1983 will
follow the new classification scheme after 1978. This means data
between 1964- 1977 have been re-arranged to suit the new
classification system. The conversion tables for these re-arrange-
ments of data and the final data employed in computing the Trade
Position Indices are listed in detail in the Appendices.
(12) Detail re-classification of these commodity groups will bE
left to the Appendix under the heading Amendments to the
classification of commodities.
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CHAPTER IV: A BROAD INVESTIGATION OF
THE HONG KONG TRADE STRUCTURE
4.1 Introduction
This chapter focuses on the presentation of empirical findings
up to the three-digit SITC. Although our main concern is the
Section 5- 8 product cycle goods, the presentation of the results.
of the SITC 0- 4 sections will also be enlightening since this can
give a somewhat more complete picture of Hong Kong's trade pattern.
The one- and two- digit SITC can be said to give a general
background and structure of Hong Kong's trading patterns whereas
the three-digit SITC gives a much more detailed description of the
trading situations of Hong Kong's industries. To certain extent,
the three-digit SITC also offers indications as to where the
strength and weakness of her industries lay.
In order to provide more substance for our discussion, even
though our main interest is on the directions and net level of
trade flows as revealed by Trade Position Indices, we shall refer
to tiles Appendices for actual trade figures whenever necessary.
4.2 Empirical Findings at the One-digit Section and Two-digit
Division Level
Table 4.1 and 4.2 give the computed values of the Trade
Position Index at the one- and two- digit level. These two tables
reveal the fact that, among all traded commodities, Hong Kong has
been and will continue to be a net importer in SITC section 0.
This section contains mainly foodstuffs as livestccks, meat, diary
products, fish, cereals, vegetables, fruit, sugar, coffee, tea,
cocoa and other food preperations. Among them, Hong Kong relies
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entirely on foreign import (mainly China)k 1.o 00 (Live animals chiefly
for food), 01 (Meat and meat preperations), 02 (Diary products and
bird's egg), 04 (Cereals and cereal preperations),*and 07 (Coffee,
tea, cocoa, spices and manufacture's thereof). The values of the
Trade Position Index for these commodities amount to -0.9 and -1.0
indicating her reliances on imports of these commodities. Besides,
Hong Kong also relies on imports of 03 (Fish, crustaceans and molluscs
and preperations thereof), 05 (Vegetables and fruit) and 06 (Sugar,
sugar preperations and honey), and to a certain extent, her
dependence on these commodities is even more felt in recent years.
This is obvious as many governments have extended their sea-territories
and the.Hong Kong Government has resumed many farmlands for public
and economic purposes. The drying up of ponds and the destruction of
orchards further add to the farmers' and fishermen's headaches. The
percentage shares of the labour force engaged in agriculture, forestry,
hunting and fishing had dropped sharply from 7.4 in 1961 to 4.0 in
1971. The figure continuously fell to 2.5 in 1976 and reached a low
level of 1.9 in 1981(2). All these indicate that in the future, Hong
Kong will rely on imports of these commodities even to a greater
extent.
Contrariwise, the Trade Position Indices for 08 (Feeding stuff
for animals) has risen from the early -0.8, -0.9 to -0.58, -0.34 in
the early 1980s meaning that Hong Kong's reliance on imported feeding
stuff for livestocks is alleviated. Lastly, the Trade Position Indices
for 09 (Miscellaneous edible products and preperations) fluctuate
(1) As has been mentioned in Chapter I, China has always been the
principal supplier of food stuff to Hong Kong.
(2) Census Reports, various years.
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-0.529-0.758-0.95)-0.981-0.786 -0.413-0.842 -0.185 0.5751981
-0.050-0.523-0.775-0.954-0.326 -0.971-0.647-0.836 0.5761983
Sources: Hong Kong Trade statistics, various years
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Table 4.2 Hona Kona's Trade Position Indices (vis- a- vis the rest of the world) at Two- Diait SITC (1959-1931,
Selected Years
SITC Divisior
Year 00 01 02 03 04 05 06 t07 08 09
-1.000 -0.935 -0.992 -0.733 -0.879 -0.633 -0.312 -0.884 -0.1231959
-0, 906
-1.000 -0.970 -0.998 -0.742 -0.887 -0.727 -0.532 -0.917 -0.955 -0.1961961
-1.000 -0.957 -0.997 -0.389 -0.906 -0.812 -0.409 -0.921 -0.837 -0.0941963
-1.000 -0.977 -0.997 -0.533 -0.902 -0.852 -0.617 -0.899 -0.774 -0.3361965
-1.000 -0.983 -0.996 -0.593 -0.895 -0.885 -0.686 -0.9271967 -0.701 -0.437
-0-.997 -0.990 -0.997 -0.391 -0.907 -0.901 -0.642 -0.9661969 -0.892 -0.423
-1.000 -0.996 -0.998 -0.515 -0.919 -0.927 -0.7071971 -0.870 -0.926 -0.402
-1.000 -0.996 -0.998 -0.573 -0.944 -0.9261973 -0.867 -0.960 -0.860 -0.218
-1.000 -0.998 -0.999 -0.476 -0.947 -0.9301975 -0.923 -0.989 -0.934 -0.254
-1.000 -0.999 -0.999 -0.328 -0.9311977 -0.897 -0.865 -0.963 -0.914 -0.315
-1.000 -0.974
-0.997 -0.387 -0.9271979 -0.875 -0.876 -0.893 -0.310
-rn qqn
-1.000 -0.976
-0.998 -0.533 -0.9361981 -0.860 -0.901 -0.986 -0.825 -0.307
-0.996




21 22 23 2411 12 26 2725Year
-0.874-0.996 -0.999-0.058 -0.093 -0.944 -0.698-0.715-0.8551959
-1.000 -0.989 -0.857-0.875 -0.571 -0.961 -0.6450.245 0.1291961
-0.337 -0.086 -1.000 -0.999 -0.908 -0.887-0.894 -0.957 -0.7021963
-0.348 -1.000-0.942 -0.998 -0.828 -0.957 -0.8201965 0.155 1.386
-0.939 -0.556 -0.307 -1.000 -1.000 -0.828 -0.965 -0.8261967 1.015
-0.943 -0.603 -0.693 -1.000 -1.000 -0.641 -0.989 -0.966 -0.8271969
-0.964 -0.617 -0.693 -1.000 -1.000 -0.829 -0.966 -0.9081971 1.004
-0.968 -0.769 -0.839 -1.000 -1.000 -0.880 -0.969 -0.8131973 0.990
-0.974 -0.659 -0.949 -1.000 -1.000 -0.962 -0.970 -0.9221975 0.949
-0.976 -0.649 -0.891 -1.000 -1.000 -0.972 -0.964 -0.8851977 0.945
-0.978 -0.750 -0.815 -1.000 -1.000 -0.994 -0.943 -0.9301979 0.957
-0.934 -0.646 -0.934 -1.000 -1.000 -0.977 -0.9241981 -0.9790.989
-0.818 -0.506 -0.941 -1.000 -1.000 -0.990 -0.8951983 -0.9800.936








-0.651 -0.847-0.996 -1.000 -1.000-0.6200.2771965
-0.919-0.673 -1.000 -1.000 -0.646-0.9951967 0.459
-0.590 -1.000 -1.000 -1.000 -0.341 -0.9031969 0.546
-0.769 -1.000 -1.000 -0.929-1.000 -0.7711971 0.167
-0.613 -1.000 -1.000 -1.000 -0.097 -0.9401973 0.577
-0.767 -1.000 -1.000 -1.000 -0.223 -0.9691975 0.550
-0.664 -1.000 -1.000 -1.000 -0.758 -0.9781977 0.586
-0.683 -1.000 -1.000 -1.000 -0.978-0.2971979 0.985 1.000
-0.474 -1.000 -1.000 -1.000 -0.9771981 4.185 1.000 0.452
-0.761 -1.000 -1.000 -1.000 -0.184 -0.9611983 1.074 1.000
Note:* means value out of range
























Note:* means value of out range

















-0.742-0.977-0.826 -0.399 -0.789-0.786-0.746 -0.549-0.7891981
-0.795-0.944-0.783 -0.392 -0.805-0.809-0.786 -0.781 -0.8301983
Note:* means value out of ranae














-0.781 -0.780 -0.765 -0.890 -0.174 -0.8951977 0.313 0.134 0.371
-0.632 -0.769 -0.808 -0.825 -0.177 -0.9891979 0.136 0.001 0.217
-0.766 -0.717 -0.735 -0.793 -0.083 -0.9561981 0.040 0.172 0.168
-0.108 -0.593 -0.628 -0.612 -0.663 -0.261 -0.9681983 0.346 0.335
Note:* means value out of range









0.6280.891 0.7520.731 0.527 0.709196)
0.908 0.744 0.6760.458 0.7311965 0.682
1971 0.535 0.212 0.763 0.898 0.729 0.582
1973 0.550 0.7290.200 0.891 0.518 0.646
1975 0.596 0.185 0.768 0.943 0.599 0.605
-0.8171977 0.691 0.265 0.737 0.911 0.500 0.018 0.040 0.671
-0.823 -0.4821079 0.670 0.182 0.653 0.901 0.291 0.128 0.626
-0.852 -0.124 -0.4431981 0.558 0.709 0.807 0.270 0.140 0.593
-0.572
-0.254 -0.570 -0.1731983 0.614 0.724 0.794 0.069 0.591
Note:* mean value nt of rannn
- means there was no record in trade returns for the commodit`
Sources: Hong Kong Trade Statistics, various years.
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around the values of -0.1 and -0.4.
The industries under Section 1 are 111 (Non-alcoholic beverages,
nes), 112 (Alcohol beverages), 121 (Tobacco, unmanufactured, tobacco
refuse) and 122 (Tobacco, manufactured). As indicated by our Trade
Position Indices, Hong Kong continues to be a substantial net importer
in these products.
Sections 2 and 3 are mainly raw materials and mineral fuels. As
Hong Kong lacks a resource base, she must import these. things for her
industries. Anyhow, these are Ricardo Goods where their patterns of
trade flows can well be explained by basic 'production conditions'.
As a whole, the Trade Position Indices for 22 (Oils seeds and oleaginous
fruit), 23 (Grude rubber), 26 (Textile fibres, other than wool tops,
and their waste, not manufactured into yarn or fabrics), 32 (Coal,
coke and-briquettes), 33 (Petroleum, petroleum products and related
materials), 34 (Gas, natural and unmanufactured), are around -1. In
addition, Hong Kong has continuously been a net importer for 24 (Cork
and wood), 27 (Crude fertilisers and crude minerals, excluding coal,
petroleum and precious stones), 29 (Crude animal and vegetable
materials, nes), and increasingly so. This reveals that, due to her
industrial development, her domestic demands of these materials
and fuels have substantially increased so that more have to be
imported from other countries. However, some values of the Trade
Position Index for 25 (Pulp and waste paper) and 28 (Metalliferous
ores and metal scrap) exhibit abnormal behaviour of greater than one.
As I have mentioned in Chapter III, these are the 'buy cheap and sell
dear' industries. The revenue obtained from the selling of metal
scrap is far above the cost spent in purchasing an old ship. Among
all those divisions in section 3, one apparent anomaly.. can be found
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in 35 (Electric current). Ever since 1979, Hong Kong has been an
exporter of electric current to Mainland China, thus the Trade Position
Indices showing a value of +1 for this division.
Similar to that of section 3, it was not until 1964 that the
trade returns for section-4 first appeared in the Hong Kong Trade
Statistics. Again, the Trade Position Indices for these few industries
producing mainly animals and vegetable oils and fats are around -0.9
and -1 indicating Hong Kong's position as a net importer for these
products.
From section 5 onward to section 8 are the manufactured goods
which constitute our main interest of investigation. The Trade
Position Indices for Section 5 (Chemicals and related products, nes)
is approximately -0.8 But at the division level, two more observations
need to be mentioned. Firstly, Hong Kong has continuously been.a net•
importer of 55 (Essential oils and perfume materials toilet, polishing
and cleansing preperations), 5.8 (Artificial resins and plastic
materials, and cellulose esters and ethers) and 59 (Chemical materials
and products, nes), though, to a decreasing extent. Such decrease in
their respective trade levels is well enough to indicate that
production and some import-substitution have taken place. Secondly,
the values of the Trade Position Index of 53 (Dying, tanning and
colouring materials) fell from -0.211 in 1959 to -0.747 in 1983,
meaning Hong Kong's increasing dependence on imports of these materials
for her garment and textile industry.
Hong Kong has been a net importer regarding section 6 of the SITC,
which is made up of the resource-based industries. At the division
level, division 61 to division 68 exhibit negative values in their
Trade Position Index. For division 69, Hong Kong was 'initially a
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net exporter (0.455 in 1959) but finally became a net importer in
1983 (Ti= -0.108 in 1983). Once again, this is a manifestation of
the lack of a resource base for Hong Kong.
Coming to the trade records of Section 7, we see that Hong Kong's
net importer position is diminishing. At the division level, we are
confronted with the data reclassification problem. Between the years
1959- 1976, Section 7 was.subdivided into 71 (Machinery other than
electric), 72 (Electrical machinery apparatus and appliances) and 73
(Transport equipment). But ever since 1977, section 7 was divided
into divisions 71, 72, 73, 74, 75, 76, 77, 78 and 79. Such a reclassi-
fication poses difficulties in explaining the trade flows of Hong
Kong with the rest of the world because if we use the 'new classifi-
cation scheme', the time span is not long enough to give a clear
picture of what is going to be for these divisions. If instead, we
apply the 'old classification scheme', we can only explain the trade
patterns of these three divisions up to 1976. Despite this, some
concluding remarks can still be made.
From the following table, it can be seen-that for division 71,
the Trade Position Indices had risen from -0.893 in 1959 to -0.519 in
1976. However, the situation is even more marked for division 72.
The Trade Position Indices had turned from -0.582 in 1959 to 0.068
in 1976 indicating that Hong-Kong has switched from her net importer
position to a net exporter position in those electrical appliances
and machineries. On the contrary, Hong Kong is still a net importer
of transport equipments. Because of the data reclassification
limitations, better and detailed explanations of the trade patterns
and comparative advantages of the industries grouped under Section 7
have to be left to the three-digit level.
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Table 4.3 Hong Kong's Trade Position Indices (vis- a- vis the rest of


























Notes:--- means there was no record in trade returns for the commodity
due to re-classification problems
Sources: Hong Kong Trade Statistics.
Finally, Hong Kong has been continuously a net exporter in SITC
section 8. For a long time, the Trade Position index has been
fluctuating around the value of 0.6. This shows that Hong Kong has
since long established a strong position as a net exporter of
miscellaneous- manufactured goods. But if we look deeply into the
division level, we see that both aivisions 82 (Furniture and parts
thereof) and 85 (Footwear) experience a sharp fall-in their Trade
Position Indices. Division 82 is even more obvious in that the
Trade Position Index has turned from 0.760 in 1959 to -0.254 in 1983.
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On the other hand, there is a trend of uprising Trade Position Index
values for division 86 (Professional Scientific and controlling
instruments photographic and optical goods watches and clocks).
Indeed, division 86 behaves extra-ordinarily well in that the Trade
Position Index values had changed from -0.77 in 1959 to 0.038 in
1976. The corresponding figures ended in 0.13 in 1983.
From this discussion of the broad structure of Hong Kong's
trade, we see clearly the nature of the Hong Kong economy. Lacking
a resource base, she has to import foodstuffs, fuels, raw materials,
resource-based manufactures and capital goods. To pay for all these,
she must rely on the exports of light industrial product. In the
following, we shall concentrate on the manufacturing industries
whose products are likely candidates of product cycle goods.
4.3 Empirical Findings at the Three-Digit SITC Group Level
In economic analysis, the three-digit level of the Standard
International Trade Classification most closely corresponds to the
term 'industry' defined as 'a group of firms producing one homogeneous
commodity'. Based on this, Table 4.4 together with the supplement
gives the values of the Trade Position Index of all the three-digit
groups from Section 0- 6 of the SITC in years 1964, 1970, 1976 and
1983. For Section 7 and 8, the corresonding figures will be for the
years 1964, 1970, 1977 and 1983. This enables the-readers to have
a general understanding of Hong Kong's industries and the trends
which they are heading. As our main focus is on those industries
grouped under Section 5- 8, their Trade Position Indices will be
listed in detail according to their patterns.
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278277273 274271269268246 265 (266)
-0.696-1.000 -1.000-1.783 -0.960-1.000 -1.000 -0.994 0.2561964
-0.825-1.000-0.920-0.511 -0.278-1.000 -1.000 -0.9961970
-0.754-1.000-0.920-1.181 -0.319-1.000 -1.000 0.716 0.0471976
-0.950-1.000 -1.000-1.759 -0.502 -0.993-1.000 -0.9741983 0.0000.069




281 282 287 288 289 291 292 334(321)
-0.268 -0.202 -0.336 -0.999 -1.0001964 0.999 0.216 0.892
-1.000 -0.066 -0.456 -1.000 -1.0001970 1.000 0.230 0.630
-1.000 -0.110 -0.323 -1.000 -1.0001976 1.000 0.011 0.643
-1.000 -1.000 -0.209
-1.000 -1.0001983 0.153 -0.3180.886 1.196
Year SITC Group
335 341 351 411 423 424 431 (512)
-1.000
-0.828 -0.8691964 -0.976 -0.977 -0.895
-1.000
-0.573 -0.9181970 -0.887 -1.000 -0.926
-1.000
-0.9201976 --0.992 -0.888 -1.000 -0.895
-0.999 -1.000
-0.1841983 -0.955 -1.000 -0.951 -0.9841.000
















-0.544-0.795-0.967-0.987-0.699-1.000 -0.972 -0.963 0.3321976
-0.810-0.869-0.992-0.696-1.000 -0.832 -0.786 0.2611983 0.230







-0.635-0.586-0.432 -0.653-0.996-0.129-0.489 -0.998 0.1901976
-0.269-0.025 -2.028-0.713-0.261-0.981-0.131-0.978-0.702 0.1991983
Year SITC Group
657 661 662 663 664 666 667658 659 665
-0.605 -0.987 -0.668 -0.530-0.984 -0.945 -0.977 -0.3901964 0.180 0.558
-0.814 -0.925 -0.670-0.948 -0.940 -0.984 -0.268 -0.5861970 0.681 0.006
-0.751 -0.173 -0.997 -0.975 -0.697-0.910 -0.949 -0.471-0.0211976 0.582
-0.390 -0.031 -0.851 -0.996 -0.930 -0.642 -0.307 -0.866-0.4621983 0.419











-0.682-0.761-1.000-0.834-0.974-1.026-0.994 -1.000 -0.634 0.2861964
-0.812-0.407-0.282-1.000-0.266-1.000-1.000-0.980 -1.000 -0.5491970
-0.936-0.400-0.547-0.998-0.828-1.000-1.000-0.982 -0.508-1.0001976






-0.3721970 0.747 0.3340.040 0.559
1976 0.103 0.118 0.617 0.794 0.429





-0.892-1.000 -1.000 -0.996-0.919 -1.000-1.000-0.995-1.000-1.0001964
-0.970 -0.901-1.000 -1.000 -0.999-0.903-1.000-1.000 -1.000-1.0001970
-0.831-1.000 -0.999-0.809 -1.000 -1.000-1.000-0.728-1.000 -1.0001977
-0.995 -0.819 -0.635-0.140 -1.000 -1.000-1.000-1.000 -0.307-1.0001983
Year SITC Group
725 726 727 728 736 737 741 744742 743
-0.713 -0.878 -0.952 -0.679 -0.626 -0.919 -0.823 -0.998-0.987 -0.9971964
-0.831 -0.942 -0.919 -0.594-0.222 -0.471 -0.888 -0.867 -0.975 -0.9821970
-0.811 -0.955 -0.850 -0.569 -0.812 -0.615 -0.906 -0.878 -0.909 -0.9861977




761 762 771752 759 763 764751745 749
-1.000 -1.000-1.000 -0.999 -0.960 -0.954-0.993-1.000-0.337 0.3861964
-0.787-0.969 -1.000 -1.000 -0.991 -0.713 -0.810-0.420 0.8570.7471970
-0.980-0.496 -0.744 -1.000 -0.335 -0.3710.1200.302 0.9681977 0.108
-0.185 -0.314 -0.092 -0.063 -0.2071983 0.361 0.454 0.652 0.243 0.681
Year SITC Group
772 773 774 775 776 778 781 782 783 784
-0.965 -0.987 -1.000 -0.540 -0.292 -1.000 -1.000 -1.000 -1.0001964 0.170
-0.935 -0.986 -1.000 -0.594 -0.444 -1.000 -1.000 -1.000 -1.0001970 0.677
-0.909 -0.878 -0.995 -0.144 -0.365 -1.000 -1.000-1.000 -0.9781977 0.280




785 786 791 792 793 812 821 831 842
-0.993 -0.943 -1.000 -1.000 -0.0431964 0.703 0.452 0.587 0.934
-1.000 -0.923 -1.000 -1.0001970 0.917 0.709 0.423 0.715 0.943
-0.755 -0.771 -1.000 -1.000 -0.6211977 0.691 0.265 0.737 0.968
-0.712 -0.985 -1.000 -1.000
-0.3991983 0.124 0.614 0.724 0.838
Year SITC Group
843 844 845 846 847 848 851 871 872 873
1964 0.911 0.742 -0.9510.830 -1.0000.824 0.699 0.750 0.631 0.214
1970 0.934 0.917 -0.964 -1.0000.918 0.857 0.668 0.839 0.727 0.085
1977 0.923 0.898 -0.982 -0.8900.929 0.916 0.614 0.890 0.500 0.438









n acc C) 1 77-0.131-0.985-0.651 0.7880.5590.2250.6730.1591.983
SITC GroupYear
896 897 898 899
-0.9121964 5.605 0.542 6.088
-0.132 -0.9581970 0.879 7.508
1977 0.766 0.601 0.181 1.227
1983 2.508 0.406 0.239 0.554
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Supplement to Table 4.4 Hong Kong's Trade Position Indices (vis- a- vis the rest of the world) at Three-Digit SITC
for those Groups subject to Finer Break Down in 1978 and for those Groups where their
First Trade Date was 1978
Year SITC Group
034 035 036 222 223 232 233 246 266 267
-0.435 -0.972 -0.005 -1.000 -1.000 -1.0001978 -1.000
-1.0002.69) 3.111
-0.616 -0.935 -0.400 -1.000 -1.0001980 -1.000 -1.000
-0.999 -0.6360.534
-0.674 -0.949 -0.415 -1.000 -1.0001983 -1.000 -1.000 -0.431 -0.988 -0.865
Year SITC Group
268 289 322 323 335 351 511 512
-0.7781978 -1.000 -1.000 -0.9950.876
-0.974 -0.6631.000
-0.8561980 -1.000 -1.000 -0.9977.415
-0.993 -0.9121.000










628 654 655598 625 653
-0.928 -0.751 -0.757 -0.041-0.994 -0.1371978
-0.830 -1.000 -0.759 -0.835 -0.1491980 0.132
-0.852 -0.726-1.000 -0.547 -n_R35 n_1991983
110
4.3.1 Industries with Negative Trade Position Indices
There is quite a large number of industries for which Hong
Kong continuously relies on other countries heavily for the supply of
a lot of products. These include those the Trade Position Indices
for which are close to -1 and there are little signs of change, such
as
(i) Resource-based products as 522 (Inorganic chemical elements
oxides and halogen salts), 524 (Radio-active and associated
materials), 682 (Copper), 683 (Nickel) and 686 (Zinc), and
(ii) Capital and/or technology intensive products like 562 (Fertilizers,
manufactured), 671 (Pig iron, spiegeleisen, sponge iron, iron or
steel powders and shot, and ferro-alloys), 672 (Ingots and other
primary forms, of iron or steel), 676 (Rails and railway track
construction material, of iron or steel), 711 (Steam and other
vapour generating boilers, super heated water boilers, and
auxiliary plant for use there-with and parts thereof, nes),
744 (Mechanical handling equipment and parts thereof, nes), 783
(Road motor vehicles, nes), 791 (Railway vehicles, including
hovertrains, and associated equipment), 792 (Aircraft and
associated equipment, and parts thereof, nes), 873 (Meters and
counters, nes) and 882 (Photographic and cinematographic supplies).
Moreover, the Trade Position Indices for certain groups even
demonstrate decreasingly negative trend divulging that the reliance
of Hong Kong on imports of these products actually increases overtime.
These groups are 516 (other organic chemicals), 533 (Pigments, paints,
varnishes and related materials), 541 (Medical and pharmaceutical
products), 651 (Textile yarn) and 667 (Pearls, precious and semi-
precious stones, unworked and worked).
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Table 4.5 Industries with Negative and Decreasing Trade Position Indices
SITC 1964 1967 1970 1973 1976 1979 1982 1983
-0.885 -0.948 -0.962516
-0.071 -0.082 -0.190 -0.331- -0.351 -0.458
-0.471 -0.550533
-0.337 -0.054 -0.314 -0.493 -0.512 -0.679 -0.597 -0.617541
-0.459 -0.540 -0.718 -0.519 -0.653 -0.713 -0.684 -0.713651
-0.530 -0.689 -0.670 -0.646 -0.697 -0.803 -0.833 -0.866661
Notes:--- means there was no record in trade. returns for the commodity
Sources: Hong Kong Trade Statistics.
In striking contrast to these few groups, however, the negative
Trade Position Indices of a large batch of products have more or less
increased, despite some of these changes may not be that significant.
This category encompasses 554 (Soap, cleansing and polishing prepera-
tions), 581 (Plastic materials, regenerated cellulose and artifical
resins), 599 (Chemical materials and products, nes), 611 (Leather),
629 (Articles of rubber, nes), 633(Cork manufactures), 642 (Paper and
paperboard, cut to size or shape,. and articles of paper or paperboard),
656 (Tulle, lace, embroidery, ribbons, trimmings and other small wares)
664 (Glass), 666 (Pottery), 675 (Hoop and strip, of iron or steel,
hot-rolled or cold-rolled), 681 (Silver, platinum and other metals of
the platinum group), 713 (Internal combustion piston engines, and
parts thereof, nes), 716 (Rotating electric plant and parts thereof,
nes), 721 (Agricultural machinery,. excluding tractors, and parts
thereof, nes), 724 (Textile and leather machinery, and parts thereof,
nes), 742 (Pumps, including motor and turbo pumps, for liquids,
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whether or not fitted with measuring devices; liquid elevators of
bucket, chain, screw, band and similar kinds; parts, nes of such
pumps and liquid elevators), 743 (Pumps, other than pumps for liquids
and compressors; fans and blowers centrifuges; fittering and
purifying apparatus; and parts thereof, nes), 749 (Non-electric parts
and accessories of machinery, nes), 752 (Automatic data processing
machines and units thereof; magnetic or optical readers, machines
for transcribing data onto data media in coded form and machines for
processing such data, nes), 761 (Television receivers, including
receivers incorporating radio-broadcast receivers or sound recorders
or reproducers), 772 (Electrical apparatus for making and breaking
electrical circuits, for the protection of electrical circuits, or
for making connections to or in electrical circuits, eg., switches,
relays, fuses, lightening arresters, surge suppressors, plugs,
lampholders and junction boxes resistors, fixed or variable,
including potentiometers, other than heating resistors printed
circuits switchboards, other than telephone switchboards, and control
panels, nes parts, nes of the forgoing apparatus), 773 (Equipment
for distributing electricity), 774 (Electric apparatus for medical
purposes and. radiological apparatus), 784 (Parts and accessories, nes
of the motor vehicles falling within heading 722, 781, 782 or 783),
872 (Medical instruments and appliances, nes), 873 (Meters and
counters, nes) and 884 (Optical Goods, nes).
Table 4.6 Industries with Negative but Increasing Trade Position Indices
SITC 1964 1967 1970 1973 1976 1979 1982 1983
-0.983 -0.975 -0.967 -0.513 -0.743 -0.859 -0.612 -0.574554
-0.963 -0.898 -0.819 -0.832
-0.968 -0.939 -0.944 -0.964581












-0.872 -0.490 -0.614633 -0.785 -0.702
-0.587 -0.655 -0.599
-0.608 -0.431 -0.290642 -0.297 -0.261
-0.606 -0.671
-0.693 -0.505 -0.635656 -0.607 -0.387 -0.219
-0.977 -0.963
-0.984 -0.992 -0.949664 -0.901 -0.537 -0.462
-0.668 -0.474 -0.586





-1.000 -1.000 -1.000681 -1.000 -0.956 -0.575
SITC 1964 1967 1970 1973 1977 1978 1981 1983
-0.995 -0.988 -1.000 -1.000
-0.728 -0.633 -0.345 -0.307713
-0.919 -0.787 -0.903 -0.921
-0.809 -0.476 -0.451 -0.140716
-1.000 -1.000 -1.000 -1.000
-1.000 -0.994 -0.984 -0.819721
-0.892 -0.831 -0.901 -0.786 -0.831
-0.853 -0.665 -0.635724
-0.987 -0.931 -0.867 -0.863 -0.878
-0.902 -0.909 -0.833742
-0.998 -0.979 -0.975 -0.908 -0.909
-0.853 -0.722 -0.354743
-1.000 -0.996 -0.969 -0.917 -0.744 -0.530
-0.381 -0.314749
-1.000 -1.000 -1.000 -1.000 -1.000 -1.000
-0.590 -0.092752
-1.000 -0.996 -0.787 -0.979 -0.980 -0.982
-0.536 -0.063761
-0.965 -0.853 -0.935 -0.910 -0.909 -0.610
-0.471 -0.387772
-0.787 -0.984 -0.986 -0.985 •-0.878 -0.872 -0.798
-0.718773
-1.000 -1.000 -1.000 -1.000 -0.995 -0.996 -0.945
-0.808774
-1.000 -1.000 -1.000 -0.998 -0.976 -0.995 -0.948
-0.952784
SITC 1964 1967 1970 1973 1977 1978 1982 1982
-0.951 -0.989 -0.964 -0.963 -0.982 -0.957 -0.962 -0.810872
-1.000 -1.000 -1.000 -1.000 -0.890 -0.934 -0.927 -0.907873
-0.464 -0.493 -0.363 -0.551 -0.358 -0.310 -0.139 _n 1 2i884
Source: Hong Konq Trade Statistics, various years.
1'nis indicates tnat domestic procuctions nave caxen place and
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exports have been developed. However, these changes have not yet
succeeded in altering her net importer position. If we look deeper
into these industries, it is not difficult to find that most of them
require more inputs of capital and/or technology in their production,
say, chemicals (item 599), non-metallic mineral manufactures (item
664, 666), machineries (item 721, 724, 749), vehicles accessories
(item 784) and instruments as items 873 and 884. These can by no
means be called standardized products. Instead, they are mainly
mature or even newly mature products. But following the trend and
Hong Kong's pace of development, it is likely that exports of these
products will grow, and may eventually change Hong Kong's net importer's
position. As a matter of fact, industries producing capital- and
skill- intensive electronic and electrical accessories like 716,
743, 749 and 752 for the assembly of final products demonstrate good
performance in this regard and will become prosperous exportable for
Hong Kong in the near future.
4.3.2 Industries with Trade Position Indices changing from Negative
to Positive
Most importantly, our results have also revealed that, among
the industries within the SITC 5- 8 sections, thirteen are found
to have exhibited the change in Hong Kong's trade positions from a
net importer to a net exporter. As these groups of products are
our main focus of investigation, they will be examined in respect of
their:
(1) Speed of-change speedy or slow, and
(2) Style of change regular or irregular
Certain factors are important in affecting the speed and style
of change. On the supply side, they are (i) the learning time required
to take hold of its production technique and (ii) the technological
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level embodied in. its production. Actually, these two are inter-
related in that if the commodity needs tremendous technological
know-how, the time required to learn this technology will obviously
be long. So, if the technology in producing a certain commodity is
simple and thus can easily be grasped,.the time required to learn will
be short and hence the corresponding domestic productions will start
earlier. As such, the product's change in trade position will be
more speedy and the reverse is to be true for those 'difficult to
master their technology' products.-
On the demand side, the market and acceptability of the product
by consumers are important. If the product is widely accepted by
consumers with steady demands, its changes in trade positions will be
speedy and sustained. Contrariwise, if the acceptability of the
product is low with fluctuating demands, its changes in trade position
will be irregular and slow. Of course, we cannot deny the fact that
government stimulus can be another crucial factor, but because of
the lassiez-faire doctrine of the Hong Kong Government, this factor
will not be important to the present study.
Table 4.7 gives the Trade Position Indices of those seventeen
groups which fall into this pattern.
Table 4.7 Industries with Trade Position Indices changing from
Negative to positive values
SITC 1964 1967 1970 1973 1976 1979 1982 1983
512 -0.066 -0.632 0.548 0.560 0.332 0.138 0.348 0.261
-0.129655 0.175 0.199
-0.228694 0.0400.123 0.009 0.0690.132 0.104 0.041
-0.642 -0.432 -0.372 -0.237695 0.118 0.150 0.091 0.246
-0.993 -0.993 -1.000751 0.302 0.3090.084 0.237 0.361
116
(Cont'e.)
SITC 1964 1967 1970 1973 1(7 I q7a I=1) 1001)










-0.594 -0.199775 0.280 0.256 0.559 0.568











-0.958 -0.707898 0.181 0.256 0.192 0.239
Sources: Hong Kong Trade Statistics, various years.
We can observe that, with reference to the speed, style and
magnitude of change of their Trade Position Indices, 751 (Office
machines) changes speedy and regularly with great magnitude. Besides,
regular changing patterns can also be found in industries as 655
(Knitted or crocheted fabrics, including tabular knit fabrics, pile
fabrics and open-work fabrics), 775 (Household type, electrical and
non-electrical. equipment, nes) and 885 (Watches and clocks) but with
slower changing momentum. However, 612 (Manufactures of leather or
composition leather, nes, saddlery and harness parts of footwear,
nes), 759 (Parts, nes of and accessories, other than covers, carrying
cases and the like, suitable for use solely or principally with
machines of a kind falling within heading 751 or 752) and 771
(Electric power machinery, other than rotating electric plant of
heading 716, and parts thereof, nes) changes speedy but irregularly
with tremendous upsurge in their Trade Position Indices and 881
(Photographic apparatus and equipment, nes) is the only industry
-0.522
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which changes both slowly and irregularly in this category.
The following figures provide a visual illustration for these
changes.
Figure 3' j:A Graphical Illiustratjion, off .the Product
Cycile• Gontnodities where- their- Trhde Position
Induces chanqe ifrdiii Negative to Positive valines
612 Manufactures of leather -or! ofcomposition
leather' n:e.si.;, saapaetyHand. harness parts
of footweari n.e.s.
655 Khitted or crocheted fabrics (including
tubular knit fabrics,pile fabrics and open-work
fabrics
694 Nails,screws huts, bolts,rivets and the
like,, of iron, steel or copper
695 .Tools' for, use ,in the handior In machines
751 Office Machiries
759 Parts, n.e.s. of ana accessories (other1 than covers,
carryino 'calsefe and (the like) suitable for use
solely or principally with machines of a hind
fallinq within headline 751 or 752
64 Telecommunications equipment n.e.s. and parts, n.e.s. of and
accessories for the apparatus and ecuipment falling
within division76
771 Electric power machineny(other than the rotating
electric plant of heading 716),and parts theror n.e.s.
775 Housenold type electrical and non-electrical
equipment, n.e.s.
881 Photographic apparatus and equipment,n.e.s.
885. fetches anhl. clocks
895 Office and stationery supplies n.e.s.
898 Musidal instruments and parts and
accessories thereof (ncluding ohotgraphic
records and the like
4-3-3 Industries with Positive Trade Position Indices
On the other end of the three-digit spectrum are these
commodities for which Hong Kong used to export. From our analysis,
Hong Kong has been and still continuous to be a net exporter with
good export potentials in commodities as 697 (Household equipment of
base metal, nes), 842 (Outer garments, men's and boys', of textile
fabrics, other than knitted or crocheted goods), 843 (Outer garments,
women's, girls' and infants', of textile fabrics, other than knitted
or crocheted goods), 844 (Under garments of textile fabrics, other
than knitted or crocheted goods), 845 (Outer garments and other
articles, knitted or crocheted, not elastic nor rubberized), 846
(Under garments, knitted or crocheted), 847 (Clothing accessories, of
textile fabrics, nes), 848 (Articles of apparel and clothing accessories
of other than textile fabrics; headgear of all materials) and 894
(Baby carriages, toys, games and sporting goods). Besides 812
(Furniture and parts thereof), 892 (Printed matter) and 893 (Articles,
nes of materials of the kinds described in division 58) are also our
exports but the level of inter-industry specialization is not that
high. A look at Table 4.8 will make this clear:
Table 4.8 Industries with Positive Trade Position Indices
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Sources: Hong Kong Trade Statistics, various years.
From Table 4.8, three things can be observed. Firstly, it can
be seen that industries grouped under SITC Section 8 (Miscellaneous
manufacturing articles) are mainly the backbone of Hong Kong's
manufacturing sector. Secondly, the Trade Position Indices of almost
all these industries, especially that of items 842- 848 (Textile
and clothings), show a slight decreasing trend in the late 1970s.
This owes partly to the imposition of quota on our textile products
by the advanced countries and keen competition from other newly
industrializing countries as South Korea, Taiwan and Singapore and
partly to the fact that Hong Kong has diversified the composition
of her exports. This results in the pattern in some industries of
Hong Kong's becoming a net exporter as mentioned earlier.
On the other hand, two industries: (i) 696 (Cutlery) and
(ii) 762 (Radio-broadcast receivers) show irregular but strong growth.
Their Trade Position Indices are shown below:
Table 4.9 Industries with Positive and Increasing Trade Position Indices















Sources: Hong Kong Trade Statistics, various years.
4-3.4 Industries with Trade Position Indices chanqinq from Positive
to Negative
Furthermore, certain industries do exhibit a decline in their
strength. They are 652 (Cotton fabrics, woven, not including narrow
or special fabrics), 659 (Floor coverings, etc.), 692 (Metal containers
for storage and transport), 778 (Electrical machinery and apparatus,
nes), 821 (Furniture and parts thereof) and 851 (Footwear).
Table 4.10 Industries with Trade Position Indices changing from
Positive to Negative values



















































Sources: Hong Kong Trade Statistics, various other sources.
Indeed, these are mature and standardized products which Hong
Kong has loss comparative advantage to other less developed countries.
This is because these countries in general enjoy the advantages of
lower land values, lower wages and greater government assistance. To
some extent, the keen competition that Hong Kong now faces is an
indication that she is gradually losing her comparative advantage in
the production of these light mature standardized manufactured
products to some other Asian countries. This also signifies a new
international division of labour in which the late comers in
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industrialization take over some of the production previously under-
taken by the now newly-industrializing countries as Hong Kong. The
following figuros illustrate this trend of development.
t|. f: f••• 1••.;.•:,..,}.,,,. i.. I..,',.
Figure ;4:• A-qraphidal Illustration of-the product'!'•
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i 689 Flopr- coverings y; etG
692 Metal containers for storage and transport
778 Electrical machiner and apparatus, n.e.s.
821 Furniture and parts thereof
851 Footwear
4.3.5 Irregularities
For the other three-digit groups, some of their Trade Position
Indices fluctuate remarkably such as 658 (Make uo articles wholly
or chiefly of textile materials nes) fluctuating between 0.1 and
0.7 and 687 (Tin) fluctuating between -0.2 and -0.8. More seriously
some of these groups even have their Trade Position Indices going out
of the confined range of -1 T 1. Examples are 551 (Essential
oils perfume and favour materials), 689 (Miscellaneous non-ferrous
base metals employed in metallurgy, and cermets) and 899- (Other
miscellaneous manufactured articles, nes). Anyhow, we shall not go
into the details of these groups as they are neither important in
Hong Kong' s trade nor for the- purpose of our study.
4.4 Summary
This chapter presents the empirical findings of the SITC Section
Group at the one-, two- and three- digit level. At the one-digit
level, the Trade Position Indices for Sections 0-7 are negative,
only that of Section 8 shows a positive figure. This Section,
comprises mainly the labour-intensive industries and forms the core
of Hong Kong's export industries.. Furthermore, the Trade Position
Indices obtained for most of the two-digit divisions are also
negative. When we come down to the finer three-digit groups
(industries) level, more clear and illuminating changing trade
patterns can be observed. Indeed, it is not difficult to find that
Hong Kong has already started to produce more capital and skill
intensive products for exports. But it is also evident on the other
hand that Hong Kong has certainly lost her comparative advantage
- in a number of standardized products, quite in accordance with the
Product Life Cycle hypothesis.
From the findings above, we have already demonstrated the
existence of product cycle trade in Hong Kong1s trade flows. The
idea is simple: following Hong Kong's pace of development, she has-
successfully transformed from her previous dependence on the
production and export of labour intensive mature and standardized
products to the present day production and export of more capital
and skill intensive newly mature goods. And this change in compara¬
tive advantage is clearly revealed by the changing- signs of the
Trade Position Indices.
A note of warning is worth mentioning here: since our
investigation at the three-digit level on trade flows started only
from 1964, there is reason to query whether other product cycle trade
experiences might exist for certain products before 1964. Inasmuch
as Hong Kong founded her garment, textiles, footwear and other labour-
intensive industries all the way back from the 1950's, it is reason¬
able to infer in retrospect that the behaviour of their Trade Position
Indices at that time would be similar to those of the growing
industries of to-day.
Albeit a study at the three-digit SITC level is good enough in
providing some insights about Hong Kong's industries, however, each
of these three-digit group is actually composed of many products. To
be genuinely consistent with the Product Life Cycle hypothesis, we
have to get down to the six-digit level which will be explored in
the next chapter.
CHAPTER V: DETAILED INVESTIGATIONS
AT THE PRODUCT LEVEL
5,1 Introduction
After inspecting the inter-industry trade flows at the three-
digit group level, now, in order to have a more detailed under¬
standing of the product cycle goods, we turn to the SITC six-digit
products. To compute the Trade Position Indices of all the six-
digit products is an herculean task. Instead, we shall compute only
the six-digit products under those three-digit groups for which their
Trade Position Indices have changed from negative to positive. In
so doing, we can identify those product cycle goods which have good
export potentials for Hong Kong in the near future. As a reminder,
these three-digit groups are 612, 655, 694, 695, 751, 759, 764, 771,
775, 881, 885, 895 and 898. The analysis of these six-digit
products also throws light on product differention which brings forth
intra-industry trade the simultaneous import and export of
products belonging to the same product category as pointed out by
(2)
Louis T. Wells, Jr., as a refinement to the Product Cycle Theory
In addition, this chapter also brings to light the importance of
foreign investments, especially direct investments in the manufacturing
industries, to Hong Kong and to investigate their relation to the
comparative advantage position and product cycle trade of Hong Kong.
For convenience sake, descriptions of the six-digit products of the
(1) Actually, those six-digit products which belong to group 655 will
not be examined due to difficulties arise from re-classification.
(2) Please see 2.2.3 of Chapter II for the refinement.
aforesaid twelve three-digit groups under the 'new classification




















































saddlery and other harness makers goods parts of
footwear
Nails tacks spiked camps of iron or steel
woodscrews of iron or steel
Rivets of iron or steel
Nuts bolts screws cotters washers of iron or steel
Brass woodscrews
Rivets of copper
Nuts bolts screws cotters washers of copper
Nails tacks spiked camps of copper
Nails tacks spiked camps of other base metal
Rivets of other base metal
Nuts bolts screws cotters washers of base metals n.e.s.
Hand tools mainly use in agriculture
Hand saws and saw blades
Wrenches spanners
Files rasps
Pliers pincers tweezers etc
Hammers
Drills







Rock drilling and earth boring tools
Drills interchangeable
Punches and dies interchangeable
Diamond tools
Interchangeable tools etc
Knives cutting blades for machines






Calculating machines electronic programmable
Calculating machines electronic pocket type
Calculating machines not pocket type n.e.s.
Accounting bookeeping and similar machines
Cash Registers


























































Parts n.e.s. of typewriters
Parts n.e.s. of cheque writing and office machines n.e.s.
Parts n.e.s. of photothermo copying apparatus
Parts n.e.s. of adding calculating and similar machines
Electronic components for computers
Parts n.e.s of the eauiDment of arouo 752
Electrical line telephonic apparatus
Electrical line telegraphic apparatus
Microphones and stands therefor
Loudspeakers
Audio frequency electric amplifiers









Close circuit television system
Radio navigational aid apparatus
Telecommunications equipment n.e.s.
Parts n.e.s. of electric line telephonic apparatus
Parts n.e.s. of electric line telegraphic apparatus
Parts n.e.s. of microphones loudspeakers etc
Aerials for television receivers
Parts n.e.s. of television receivers
Parts n.e.s. of radio broadcast receivers
Earphones
Parts n.e.s. of telecommunication equipment n.e.s.
Gramphone needles and stylii
Parts n.e.s. of gramphones sound recorders etc
Liquid dielectric transformers
Other electric transformers
Static converters rectifiers rectifying apparatus
Inductors
Parts n.e.s of electric power machinery group 771
Domestic clothes washing machines
Domestic clothes drying machines
Domestic refrigerators electrical
Domestic deep freezers
domestic dish washing machines
Electric shaves
Electric hair clippers
Parts n.e.s. of electric shaves and hair clippers
Domestic vaccum cleaners electro mechanical
Domestic floor polishers electro mechanical























































Wall fans electro mechanical
Table fans and floor fans electro mechanical
Ventilating fans electro mechanical
Fans electro mechanical n.e.s.
Domestic food grinders and mixers electro mechanical
Domestic fruit juice extractors electro mechanical
Domestic appliances electro mechanical n.e.s.
Parts n.e.s. of the appliances items 775711 to 775780
Electric instantaneousstorage heaters
Electric space heating apparatus
Hair drugs curlers and curling tong heaters
Electric smoothing irons
Electric blankets




Domestic coffee makers including percolators
Domestic cooking apparatus electric n.e.s.
Electro thermic domestic appliances n.e.s.
Electric heating resistors
Parts n.e.s. of the appliances items 775810 to 775870
Cameras still single lans reflex
Cameras still 35mm n.e.s.
Cameras still n.e.s.
Photographic electronic flash unit
Photographic flashlight apparatus
Electrically ignited bubbs photo flash
Tripods for cameras
Parts n.e.s. of still cameras
Parts n.e.s. of photo flash light apparatus
Cinematogrphic cameras 8mm
Cinematographic projector 8mm





Cinematographic sound recordersreproducers n.e.s.







Parts n.e.s. of the apparatus items 881311 to 881398
LEDLCD watches
Electronic watches quartz analog
Electronic watches digital analog
Mechanical watches lever with not over 17 jewels

























































Clocks with watch movements complete
Watch movements electronic assembled
Other watch movements assembled
Watch cases and parts thereof




Time of play recording apparatus etc
Time switches with clock watch movements
Clock movements electronic assembled
Other clock movements assembled
Clocks cases and parts thereof
Watch parts n.e.s.
Clock parts n.e.s.
Metal filing cabinets packs etc







Pen penholders and parts
Pens nibs and nib points
Lead pencils
Pencils crayons pastels drawing chalks etc
Inks
Slates and boards with writing surfaces
Hand operated date sealing stamps etc
Typewriter aid similar ribbon aid ink pads
Sealing wax and copying pastes
Office and stationary supplies n.e.s.
Pianos
Harpsichords
Other string musical instruments
Pipe and reed organs
Accordions concertinas mouth organ etc
Other wind musical instruments
Percussion musical instrumnets
Electro magnetic electrostatic instruments
Musical instruments n.e.s.
Tapes for sound recording cassette type
Tapes for sound recording not cassette type
Gramophone record blanks
Video tapes not recorded
Other sound recording media not recorded
Recorded tapes sound cassette type








Other sound recording media recorded
Musical instrument strings
Parts and accessories of musical instruments
5.2 Empirical Findings at the Six-Digit Product Level
Table 5.1 and its supplement give the computed values of the
Trade Position Index for those six-digit products. Before the
empirical results are interpreted, two more things need to be
mentioned. First, attention has to be paid to the trade volume of
these six-digit products. Some of them are pretty small. For
instance, the amounts of import, export and re-export for the item
821014 (Chairs of plastic coated rattan) are low throughout the whole
period of study, so that this item is of little meaning for our
analysis. The second concerns the trade data for these six-digit
products. In some cases, we find re-exports values larger than their
corresponding import values, resulting in the Trade Position Indices
going out. of the confined range of -1 T 1. We shall not consider
such cases also.
Group 612 contains four products. Of these, the Trade Position
Indices for 612100 (Machine leather belting), 612200 (saddlery and
other harness makers goods) and 612900 (Manufactures of leather, n.e.s.)
have changed from negative to positive values albeit one value of
612100 soars up to 4.111 in 1980 which is out of the range of
-1 T 1. On the other hand, 612300 (parts of footwear) has long
been Hong Kong's export but the values of the Trade Position Index
have begun to decline since the 1970s accompanying' the decline in the
footwear industry at that time3i
Group 694 has eleven components. Of these, 694037 (Nails tacks
spinked camps of other base metal) had its first trade date in 1978(4)
and 694300 (Rivets base metal) was broken down to 694022 (Rivets of
ion oe steel), 694032 (Rivets of copper) and 694038 (Rivets of other
base metal) in the same year. But in order to prolong the time span
for our investigation, the trade returns for these three products
are lumped together and 694300 is used instead. From table 5.1, we
see that the Trade Position Indices for 694010 (Nails tacks spinked
camps of iron or steel) 694029 (Nuts bolts screws cotters washers
of iron or steel) and 694300 (Rivets base metal) are negative but
have increased overtime indicating that export andor import-
substitution have begun for these products. At the same time, more
clear patterns can be observed for 694031 (Brass woodscrews), 694034
(Nuts bolts screws cotters washers of copper) and 694036 (Nails
tacks spinked camps of copper). Their Trade Position Indices have
changed from negative to positive values meaning that Hong Kong has
turned from a net importer to a net exporter for these products.
Besides Hong Kong has been a net exporter of 694021 (woodscrews of
iron or steel) which is in sharp contrast to that of 694039 (Nuts
bolts screws cotters washers of base metals n.e.s.) the Trade Position
(3) As I have spelt out in Chapter 1 the footwear industry was of
some importance in the 1950s and the 1960s but it has greatly
declined since the early 1970s.
(4) By first trade date, I mean the year when the trade returns for
the particular six-digit product first appear in the Hong Kong
Trade Statistics. This term was first used by G.C. Hufbauer;
'The Impact of National Characteristics and Technology on the
Commodity Composition of Trade in Manufactured Goods' in Raymond
Vernon ed. The Technology Factor in International Trade Columbia
University Press, 1970.
Table 5.1 Hong Kong's Trade Position Indices (vis- a- vis the rest of the world) at Six-Digit SITC (1964-1983)





























































































































-1.000-1.000-0. -0.97-0.970 -0.882-0.928-0.876 0.32 71973
-1.000-1.000-0.855-4.319-0.354 0.607 -0. 8961977
-0.983 -1.000-0.531-0.7150.7940.2631980 6.765
-0.975 -1.000-0.515 -0.706 -0.764-0.5621983 0.75E
Year Six-Digit Products
751820751181 751211 751881714202a 751230 751810751220
-1.000 -1.000-1.000 -1.0001964
-1.000 -1.000 -1.000 -1.000-l.000 -1.0001967
-1.000 -1.000 -1.000 -1.000 -1.000 -1.000-1.000 -1.0001970
-1.000 -1.000 -1.000 -1.000 -1.000 -0.979 -1.0001973 0.366
-1.000 -1.000 -1.000 -1.000-1.000 -1.000 -0.9991977 0.588
-1.000 -1.000 -1.000 -1.000 -0.017 -1.000-1.0001980 0.401
-1.000 -1.000 -1.000 -1.000 -1.000 -1.0001983 0.444 1.166
Note a: 695239= 695392+ 695393+ 695394+ 695395+ 695396+ 695397+ 695398+ 695399 in 1978
714101= 751110+ 751120+ 751189
714202= 751212+ 751213+ 751214
b: As 695410 was disaggregated to 695411, 695412, 695413, 695414, and 695415 after 1982, the trade data of

























-0.102-0.764-0.216 -0.749 -1.000 -1.0001970
-0.563-0.685-0.524 -0.9911973 0.182 0.288
-0.041-0.351-0.619-0.468 -0.9281977 0.286
-0.405-1.511 -0.951 -0.656 0.3001980 0.176
-0 !177-1.000 -0.538 0.1021983 0.168 0.795
Note a: 714920= 759110+ 759150+ 759190+ 759901 in 1978 729982= 759902+ 759909 in 1978
724920= 764201+ 764202+ 764203 in 1978724910= 764101+ 764102 in 1978




775402 775711775211 775712 775720775110 775120 775401
-1.000 -1.000-1.000 -0.841-1.000-1.000 0.1551964
-1.000 -0.838 -1.000 -1.000-1.000 -1.000 -1.0001967 0.162
-1.000-1.000 -1.000 -0.974 -1.000 -1.000 -1.0001970 0.140
-1.000 -1000 -0.972-1.000 -1.000 -1.0001973 0.525 0.234
-1.000 -1.000 -1.000 -0.970 -1.000 -1.0001977 0.565 0.499
-1.000 -1.000 -1.000 -0.963 -1.000 -1.0001980 0.603 0.756
-1.000 -1.000 -1.000 -0.423 -0.916 -1.0001983 0.684 0.853
Year Six-Digit Products
775731 7 25039a 725052 775840 725059a 881111725051
-0.970 -0.619 -0.972 -1.000 -1.000 -0.8001964
-0.265 -0.252 -0.982 -1.000 -0.833 -0.8241967
--0.390 -0.979 -1.000 -0.827 -0.7781970 0.298
-0.997 -1.000 -0.837 -0.6011973 0.246 0.496 0.252
-0.500 -0.981 -1.0001977 0.596 0-82-50.134 0.271
-0.913 -0.084 -0.8111980 0.577 0.206 0.911 0.534
-0.204 -0.1961983 0.684 0.066 0.927 0.177 0.470
Note a: 725039= 775780+ 775790 in 1978 725052= 775810+ 775820+ 775830+ 775850 in 1978
725051= 775861+ 775862+ 775863+ 775864+ 775865+ 775866+ 775869 in 1978
725059= 775870+ 775890 in 1978
(Cont'd)
Year Six-Digit Products

















































































Note a: 861405- 881122+ 881199 in 1978
(Cont'd)
Six-Diqit ProductsYear
































































































Note a: 861609= 881379+ 881398 in 1978 864290- 885298+ 885299 in 1978
(Cont'd)
Six-Digit ProductsYear

















































































































































































Supplement to Table 5.1 Hong Kong's Trade Position Indices (vis- a- vis the rest of the world) at Six-Digit SITC
for those Products subject to Finer Break Down in 1978 and for those Products where their
First Trade Date was 1978
Year Six-Digit Products

























































































































































































Note a: 885115= 885113+ 885114 in 1983
(Cont'd)
Year Six-Diqit Products













































































Indices of which have changed from positive to negative values
showing the loss of comparative advantage of Hong Kong for the
product.
There are twenty-one items in 695 of which fifteen of them had
their first trade date in 1978. Of these f if teen products, five of
them: 695411 (Rock drilling and earth boring tools), 695412 (Drills
interchangeable), 695413 (Purchases and dies interchangeable), 695414
(Diamond tools) and 695419 (Interchangeable tools etc) even had their
trade records only in 1983. Indeed they were the finer breakdowns of
695410 (Interchangeable tools for hand or machine) in 1981. In the
similar vein, 695 was disaggregated into 695392 (Drills), 695393
(Cutters not pipe cutters), 695394 (Can openers), 695395 (screwdrivers),
695396 (Charcoal smoothing iron), 695397 (Slicers), 695398 (Hand tool
kits) and 695399 (Hand tool nes) in 1978. But for computational
convenience, 695410 and 695239 are used instead.
The Trade Position Indices so obtained for this group are not
very satisfactory, but some remarks can still be made. Careful
observations find that Hong Kong has started export and/or import-
substitution in products as 695310 (Hand saws and saw blades), 695340
(Pliers pincers tweezers etc), 695410 (Interchangeable tools for hand
or machine) and 695430 (Tool tips and plates) and has been an exporter
for 695239 (Hand tools nes) already.
The mushrooming of a large batch of data for Section 7 in 1978
renders the interpretation of the Trade Position Indices at the
product level even more difficult. There are in total fifteen items
for 751, eight of which have -1 for their Trade Position Indices.
They are 714101 (Typewriters) a composite product which encompasses
751110 (Typewriters electric), 751120 (typewriters non electric) and
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751189 (Typewriters nes), 751181 (Cheque writing machines), 751211
(Adding machines), 751220 (Accounting book-keeping and similar
machines), 751230 (Cash registers), 751280 (Postage franking ticket
issuing and similar machines), 751810 (Duplicating machines) and
751881 (Addressing machines). Hong Kong depends entirely on imports
of these products. However, the Trade Position Indices for 714202
(Electric calculating machines), a composite product for 751212
(Cal.culating machines electronic programmable), 751213 (Calculating
machines electronic pocket type) and 751214 (Calculating machines
electronic not pocket type nes) and 751889 (Office machines nes) have
changed from negative to positive values. For these products, Hong
Kong has become a net exporter.
For group 759, products 759110 (Parts nes. of typewriters), 759150
(parts nes of cheque writing and office machines nes), 759190 (Parts
nes of photo/ thermo copying apparatus) and 759901 (Parts nes of
adding calculating and similar machines) first emerged in 1978 as a
breakdown of the composite product 714920 (Parts office machinery).
Likewise, products 759902 (Electronic components for computers) and
759909 (Parts nes of the equipment of group 752) were twins of 759982
(electronic components and parts for computers). For 714920, Hong
Kona has been a net importer but the Trade Position indices have
increased overtime. On the other hand, not much can be said for
729982 as its Trade Position Index values fluctuates widely.
The number of products which belong to group 764 was twenty-
seven in 1983. Of these, seventeen had their first trade date in 1978.
In addition 724910 (Line telephone and telegraph equipment) was
disaggregated to 764101 (electrical line telephonic apparatus) and
764102 (electrical line telegraphic apparatus) in 1978. Similarly
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724920 (Miscellaneous loudspeakers and amplifiers) was further broken
down to 764201 (Microphones and stands thereof764202 (Loudspeakers)
and 764203 (Audio frequently electric amplifiers) in the same year.
Aside from 764812 (Radio telegraphic receivers) and 764822 (Close
circuit television system) which have -1 for their Trade Position
Indices, import-substitution and/or export have already started for
764839 (Telecommunications equipment nes) and 764911 (Parts nes of
electric line telegraphic apparatus). Furthermore, exports have
also emerged for 724910 (Line telephone and telegraph equipment),
764811 (Radio telephonic receivers), 764933 (Parts nes of radio
broadcast receivers) and 764939 (Parts nes of telecommunication
equipment nes). On the other hand, Hong Kong has been a net exporter
for 764301 (walkie talkie) at the same time.
Jn group 771, Hong Kong has already started to produce and export
722106 (Electric transformer), a composite commodity for 771110
(Liquid dielectric transformers) and 771180 (other electric trans-
formers) and has already become a net exporter for 771210 (Electric
converters and rectifiers). However, the Trade Position Indices for
771220 (Inductors) are not clear enough to show the patterns for
which the product is moving.
The Trade Position Indices of numerous products for group 775
have changed from negative to positive values. They are in 775711
(Domestic vaccum cleaners electro mechanical) (ii) 775731 (Domestic
food grinders and mixers electro mechanical) (iii) 725039 (Electro
mechanical domestic appliances nes and parts), which is made up of
775780 (Domestic appliances electro mechanical nes) and 775790
(Parts nes of the appliances items 775711 to 775780) (iv) 725052
(Electrothermic heating apparatus domestic) which is composed of
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775810 (Electric instantaneous/ storage heaters), 775820 (Electric
space heating apparatus), 775830 (Hair dryers curlers and curling
tong heaters) and 775850 (Electric blankets) (v) 775840 (Electric
smoothing irons) and (vi) 725051 (Electrothermic cooking apparatus
domestic), which embodies 775861 (Domestic rice cookers electric),
775862 (Domestic kettle electric), 775863 (Domestic oven electric),
795864 (Domestic toasters electric), 775865 (Domestic coffee makers
including percolators), 775866 (Domestic cooking apparatus electric
nes) and 775869 (Electro thermic domestic appliances nes). In addition
products that have already been produced in Hong Kong for import-
substitution and/or export are 775401 (Electric shaves), 775402
(Electric hair clippers), 775810 (Electric instantaneous/ storage
heaters) and 775870 (Electric heating resistors), whereas Hong Kong
has been a net exporter for 775720 (Fans electric), which was further
broken down to 775721 (Ceiling fans electro mechanical), 775722
(Wall fans electro mechanical), 775723 (Table fans and floor fans
electro mechanical), 775724 (Ventilating 'fans electro mechanical)
and 775729 (Fans electro mechanical nes) and 775830 (Hair dryers
curlers and curling tong heaters) and her export strength of these
products have grown moderately overtime. However, she completely
relies on import for 775110 (Domestic clothes washing machines),
775120 (Domestic clothes drying machines), 775211 (Domestic refri-
gerators electrical), 775220 (Domestic deep freezers), 775300
(Domestic dish washing machines), 775712 (Domestic flcor polishers
electro mechanical) and 775850 (Electric blankets). Because of this,
the Trade Position Indices exhibit a value of -1 for these range of
products.
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Coming to group 881, five products, namely 881221 (Cinema-
tographic cameras 16mm), 881222 (Cinematographic cameras nes),
881223 (Cinematographic projectors 16mm), 881224 (Cinematographic
projectors nes) and 881226 (Cinematographic sound recorders/
reproducers nes) have showed -1 for their Trade Position Indices.
Besides, the Trade Position Indices for 881211 (Cinematographic
cameras 8mm), 881214 (8mm cinematographic film editors) and 861609
(photographic cinematographic apparatus nes) which embraces 881397
(Photographic apparatus nes) and 881398 (Cinematographic apparatus
nes) are negative and at the same time witness further decrease
implying that Hong Kong depends even more on imports. On the contrary,
the Trade Position Indices for 881191 (Tripods for cameras) and 881311
(Slide projectors) are negaive but increasing somewhat. Besides,
Hong Kong's potential has grown overtime for 881119 (Cameras still
nes) and 881212 (Cinematographic projectors 8mm) whereas 881312
(Slide viewers) has maintained its export power persistently.
In 885 (Watches and clocks), eleven products were newly introduced
in 1978. The Trade Position Indices for 885115 (other electronic
watches which consists of 885113, Electronic watches and quartz analog
and 885114 Electronic watches digital analog, in 1983), 885210
(Instrument panel clocks for vehicles etc), 885222 (Clocks electronic
complete), 885229 (other clocks complete) and 885240 (Time switches
with clock watch movements) have exhibited a change from negative to
positive values throughout the entire period of study, whilst the
Trade Position Indices for 885230 (Time of play recording apparatus etc),
885259 (other clock movements assembled) and 885298 (Watch parts nes)
also witness some increase as a result of import-substitution and
export-expansion efforts of Hong Kong. In addition to 885111 (LED/LCD
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watches) and 885221 (Clocks electronic complete) which demonstrate good
export potential, Hong Kong's comparative advantage seems to have lost
in such products as 885119 (Watches nes) and 885131 (Watch movements
electronic assembled).
Although group 895 has eighteen members, only the Trade Position
Indices of a few items deserved to be mentioned. These are 895212
(Ball point pens), 895231 (Lead pencils), 895239 (Pencils crayons
pastels drawing chalks etc), 895920 (Slates and boards with writing
surfaces) and 895930 (Hand operated date sealing stamps etc) because
their Trade Position Indices are getting less negative and even have
changed from negative to positive values for 895959 (Office and
stationary supplies nes). Of all the products in this group, 895120
(Metal fittings for files similar-stationary goods) is the product
where its Trade Position Indices are positive over the whole period
of study.
Finally, we come to group 898. Careful observations found that
production has begun for the product 898321 (Recorded tapes sound
cassette type) and Hong Kong has emerged as a net exporter for
898290 (Musical instruments nes) and-898312 (Tapes for sound recording
not cassette type). In addition, 898311 (Tapes for sound recording
cassette type) and 898318 (Video tapes not recorded) have become
Hong Kong's export since 1978 with good potential.
5.3 The Issue on Product Differentiation
The analysis of these six-digit products also paves the way for
the investigation of product differentiation in Hong Kong. As has been
well known, Hong Kong relies remarkably on the export of a few products
to a few principal markets. The problem may not be serious in times
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of booms with uprising demands for exports. But the issue of over-
dependencies tends to surface when these principal markets suffer from
economic slums. Besides, Hong Kong has little influence over her
destiny, let alone control. Trade barriers are examples of this
harsh reality. Under this circumstances, the argument that 'one should
not put all his eggs in one basket' does have its appeal. Indeed,
Louis T. Wells, Jr., has also pointed to the importance of production
differentiation in modifying the trade cycles of products(5).
Generally speaking, diversification can take place in three
forms. The first, and-broadest, type is diversification of the
economy. The transformation of Hong Kong to a financial centre in the
mid 1970s and the revival of her entre pot trade in the recent 1980s are
examples of this form of diversification.
The second type of diversification is industrial diversification
which means that new industries are to be established in addition to
existing industries and to replace declining industries in which Hong
Kong has lost her comparative advantage. The tremendous increases in
the number of three-digit industries especially under Section 7 and 8
of the SITC is well to illustrate that Hong Kong has undertaken this
type of diversification. Generally speaking, Hong Kong should have
the potential to diversify into sophisticated electronic products,
watches and clocks (885), telecommunication equipment (764), machinery
and tools (771,.. 775) and optical goods (884) and according to the
computed Trade Position Indices, she has managed to do this success-
fully.
(5) Louis T. Wells, Jr., 'Test of a Product Cycle Model of International
Trade: US Exports of Consumer Durables' in his book The Product
Life Cycle and International Trade,., Harvard University Press, 1972,
pp•55-82.
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The third type of diversification is product diversification in
which new products are created within an industry. The evidence for
this can be found in Appendix II. The significant increase in the
number of items involved over the entire length of study has revealed
clearly the phenomenon of production diversification in Hong Kong's
trade development.
Another interesting point for product diversification is to
examine the 'different versions (models) of a product' for which Hong
Kong is producing. The manufactured exports of Hong Kong, a newly
industrializing country, are mainly those primitive versions of a
certain product whereas she will import from the industrial countries
those sophisticated versions of that product.
This point, as suggested'by Louis T. Wells, is rested principally
on: (i) different technological level among countries (ii) different
income levels among countries and (iii) new products versus mature
products(6)
The first point is obvious in that differences in technology
defined as 'the sum of knowledge- scientific, empirical, artistic
or in general experience and skills necessary for manufacturing a
product or products and for establishing an enterprise for this
purpose()',. between countries will usually result in product
differentiation and narrow specialization in a multi-product industry.
Concerning the second point, as the well-to-do consumers are
inclined to use those high-quality and high price versions, and left
(6) Same as (5).
(7) United Nations, Guidelines for the Acquisition or Foreign 1'ecnnol.o y
. in Developing Countries, United Nations, New York, 1973, pp.l-2.
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behind those lower-quality and low price versions to the men-in-the-
street, the product life cycle hypothesis predicts that a country
would have a comparative cost advantage in a version of a product
for which home demand is strong relative to that in other countries.
Based on this argument, Hong Kong will produce and export those
primitive version products.
The third consideration is simply the other side of the coin of tr
Product Cycle explanations of trade. The industrial countries are the
locations for the production of newly developed capital and technology
intensive sophisticated versions whereas the production of the mature
and standardized labour intensive versions will be left to the less
developed countries.
The detailed contents of the six-digit products can also be used
to verify the above assertion. Regarding industry 695 (Tools for the
use in the hand or in machines), Hong Kong is found to export those
simple hand tools as 695393 (Cutters not pipe cutters), 695394 (Can
openers)-and 695395 (Screwdriver) while at the same time import more
complicated tools as 695420 (Knives cutting blades for machines) and
695430 (Tool tips and plates).
Examples of similar sort can also be found in group 751 (Office
machines). In this group, exports of Hong Kong are 751212, 751213
and 751214 which are calculating machines while she has to import
sophisticated office machines as 751181 (Cheque writing machines),
751810 (Duplicating machines) and 751820 (Photo copying machines).
For group 775 (Household type, electrical and non-electrical equipment,
nes), Hong Kong exports only those primitive household equipments as
775720 (Fans) and 775830 (Hair dryer curlers and curling tong heaters),
but she has to import complex household utensils as domestic clothes
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washing and drying machines (775110 and 775120) and domestic
electrical refrigerators (775211).
When we come to the watches and clocks industry (885), Hong Kong
has comparative advantage in the export of only those simple LED/LCD
watches (885111), electric and electronic watches (885221 and 885222).
But for those complicated and assembled watches and clocks movements
as 885139 and 885259, she still has to rely on foreign imports.
In a nutshell, as Hong Kong has not yet been well equipped
with capital and technology at her present stage of industrial
development, she can only manage to do well in the import-substitution
and export-expansion of those common version products. Albeit some
of these products have been quite capital and skill intensive already,
the supplies of high quality product still depend much on imports from
the industrialized countries. This is why the Trade Position Indices
for our industries will not become one (i.e. only export, no import)
after all(8)0
5.4 The Role of Foreign Investments in the Context of the Product
Cycle Trade
The essence of the Product Cycle Theory of Trade is to explain
the shift in comparative advantage and thence locations of production
and export from the 'initiators' to those 'imitators' as a product
advances through different stages of development. However, foreign
direct investments can play an important part in this shifting process.
In an attempt to secure foreign markets and to maintain the initial
(8) The conditions which make T.= 1 are either RIi= 0 (retained
imports equals zero because import= re-export) or M.= 0
(no import).
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advantages in export position that are fading, foreign investments
by the initiators are inevitable. In so doing, foreign investments
also help to close the 'technological gap' in production between the
industrial countries and the less developed countries. This enables
the less developed countries to overcome her threshold of domestic
production and proceed swiftly to export. In turn this also shortens
the period of maturity of new products and provides the force to
accelerate the occurance of product cycle trade.
There are not much places like Hong Kong in this world which
are so favourable to foreign investments. Although the Hong Kong
Government does not have any overt measures to attract foreign
investments, there is also no intricate policies towards their
inflows(9). In fact, no distinction is made here between foreign
and local corporations. Both face the same set of laws and are taxed
at the same rate. Besides, there is no official restrictions on
foreign ownership and have no formal and informal rules on the
employment of expatriates or on the training of local staff. Legal
requirements are few and restrictions are minimal. Most importantly,
foreign corporations are free to repatriate their capital and remit
their earnings abroad. Nor are there any export controls: foreign
currencies are free to move in and out of Hong Kong.
Because of this excellent environment, almost all major sectors
of the Hong Kong economy have extensive foreign investments, both
(9) Some places as Malaysia and Singapore are anxious to control the
areas in which foreign investments are made and to encourage the
participation of local investors. More seriously, some sectors
are even closed entirely to foreign investors in these countries.
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direct and indirect(10). In many instances, new industries were
first established by foreign investors or as joint ventures between
local and foreign firms with the latter providing the technological
know-how. In the light of the Product Cycle model, these foreign
investors make use of the cheap labour here to produce goods for
exports. However, owing to the non-discriminatory policy and the
lack of exchange controls, there is no seperate records on foreign
investment activities or investment capital flows. Consequently, it
is impossible to give an accurate and detailed account on foreign
direct investments in Hong Kong in terms of the country of origin of
investment, sectoral distribution and growth patterns. But a bird's
eye view of these direct investments and their impact on the Hong
Kong economy can still be analysed.
Table 5.2. gives the foreign investments in Hong Kong manufacturing
by industry for the year 1971 and 1981(11). It is crystal clear that
foreign investors are most interested and invest heavily in light
consumer good industries which are labour intensive or moderately
capital intensive. on the industry base and in terms of dollar amount
in 1981, investment in 'electronics' were the most extensive, and is
(10) Indirect investment is certain sort of portfolio type of investment
including the movement of capital undertaken by financial inter-
medaries. However, direct investment can be defined as investment
in real business assets by foreign companies which all control
fully, or to a large extent, the management of these assets.
(11) Without loss of generality, most of the foreign direct investment
in the non-manufacturing sector takes the form of foreign companies
setting up trading offices or branches in Hong Kong and show a wide
range of interest in businesses as insurance, banking and finance,
hotels and restaurants, to name just a few. ?lease see Register
General, Hong Kong Government, Annual Department Report, various
years for more details.
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followed by 'textiles and garments'. 'Electrical products' come a
distant third: and 'Chemical products' follow its pace. Recently,
foreign direct investments in 'watches, clocks and accessories' and
'food and beverages' have also grown in importance. However,
regarding foreign investments in the electronic industry, foreign
investors generally enjoy an international advantage in technology.
Their full scale manufacturing operations are usually not located in
Hong Kong. Only the production of components or parts as well as
their assembly process are left to the host country. This happens
to be the same for the 'electrical' and the 'metal products' industries.
Table 5.2 Foreign Investments in Hong Kong Manufacturing by Industry
(HKD Mn.).
1971 1981
%Industry Amount of Total Amount o oz 1'cta
Electronics 254.7 34.9 2,671.2 38.0
Textiles and
160.9 21.2 868.8 12.4garments












Note a: includes investment in building and construction materials
Source: C.L. Hung (1984)
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Now, of all the items listed in Table 5.2, three of them
(Electronics, Electrical products and watches, clocks and accessories)
have their Trade Position Indices change from negative to positive
signs, while the Trade Position Indices of Chemical products are
negative but witness an.-increase. By and large, this implies that
foreign investments are quite sensitive to the comparative advantage
positions of the host country. Besides, we also witness the shift
in priority of foreign investments in our industries, say, foreign
investments in some traditional light industries such as the textiles
and garments industry have declined. Such changes in the directions
of foreign investments are consistent with the slightly decline in
the Trade Position Indices for these industries (Group 842, 843, 844,
845/1,,.846/ 847 and 848)-.
As a final word, we can say that, thanks to foreign investments,
some capital intensive or technology intensive industries such as the
electronics,-scientific instruments and electrical appliances industries
have been brought into Hong Kong without which the Hong Kong economy
would not have been that prosperous. Many of the six-digit products
in which Hong Kong has recently emerged as a net exporter are from
these industries. In other words, foreign investments are instrumental
to product cycle trade as far as Hong Kong is concerned.
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CHAPTER VI: SUMMARY AND CONCLUSIONS
6.1 Introduction
This final chapter summarizes all the important findings of the
study. Although the Trade Position Index is only a simple device
and not something of very high power, it is very useful to reveal
Hong Kong's changing trading pattern and her future export potential
in light of the Product Cycle Hypothesis. Finally, we shall also
highlight the policy implications of this study.
6.2 Product Cycle Trade for Hong Kong
By incorporating technology into the main factors of production,
the Product Cycle Model provides a dynamic analytical framework to
explain trade in manufactures over time. The essence of the model
is as follows: Starting from a certain position, the initial trade
pattern (governed by the Law of Comparative Advantage) is inter-
rupted by a technological breakthrough which brings about a new product.
At this stage, those technology abundant countries (usually those
developed countries with high income level) will acquire comparative
advantage in production and export of the new product. But comparative
advantage, trade pattern and thus the location of production will shift
across countries with product age. When the product matures,
comparative advantage will pass from the innovating countries to
those industrial countries abundant in capital and managerial
personnel. Afterwards, when the product becomes standardized, the
location of production will once again be determined by the 'Law of
Comparative Advantage'. The capital abundant countries tend to
produce those standardized capital intensive goods whereas the
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production of those standardized labour intensive goods will be Lett
to those labour abundant countries. Such an approach is considered
to be applicable to describe the pattern of trade flows and the
problem of development of a country.
our study reveals the fact that Hong Kong does experience
product cycle trade. Concerning these product cycle goods, we also
want to investigate into (i) their actual process of evolution
(ii) their level of inter-industry specialization and (iii) their
position of competitivness and future export potential.
Meanwhile, a typical cycle is drawn below to show Hong Kong's
industries at different stages of development. It is simply a
continuous line segment showing the patterns exhibited by our product
cycle goods as indicated by their respective Trade Position Indices
(be they defined at the three-digit industry and/or the six-digit
product level).
Figure 5: A Typical Cycle for Hong Kong's Industries and Products at
Various Stages of Development
In stage I of this typical cycle, there are those goods in
which Hong Kong has not yet acquired comparative advantage in their
production and export. She may never be able to do so in the case
of Ricardo goods. In stages II and III, there are mainly those
newly mature or matured goods in which Hong Kong has already started
production. In stage III, Hong Kong has even become a net exporter.
Standardized products are found in stages IV and V in which Hong
Kong is a strong net exporter. But in stage VI, the comparative
advantage for some of these products industries even shift away
from Hong Kong and to some other even less developed countries.
Almost all Ricardo goods and Natural' Resources Based goods fall
into stage I of the typical cycle. As can be seen from Chapter Three
industries as 071 (Coffee and coffee substitutes), 072 (Cocoa), 522
(Inorganic chemical elements, oxides and halogen salts), 682 (Copper)
and 686 (Zinc) have approximately negative one for their Trade
Position Indices. Moreover, certain very capital and skill intensive
industries as 791 (Railway vehicles and associated equipment) and
792 (Aircraft and associated equipment, and parts) also exhibit
similar pattern.
Throughout the analysis, a number of commodities which exhibit
product cycle trade are detected. Of these industries, some of their
Trade Position Indices are negative but-increasing whilst some of them
even changed from negative to positive values.
Industries as 716 (Rotating electric plants and parts thereof, nes),
752 (Automatic data processing machines and units, and etc.), 761
(Television receivers, and etc.) and 884 (Optical goods, nes) can be
said to belong to stage II of the typical cycle. As nearly all of
these industries require greater capital and technological inputs,
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the acquisition of comparative advantage for their production tend to
be slower for Hong Kong. But following the trend and her development,
at least some of them may become important export industries in the
near future.
Coming to stage III of the cycle, distinct examples can be
found in 751 (Office machines), 771 (Electric power machines and
parts, and etc.), 775 (Household type, electric and non electric
equipment, nes), 885 (Watches and clocks), 895 (Office and stationary
supplies, nes) and 898 (Musical instruments, parts and accessories,
and etc.). Noticably, most of them are mature labour intensive
industries in forms of parts and accessories, with just a few of them
moderately capital intensive or even skill intensive. This shows
that at the present stage, Hong Kong has comparative advantage in the
production and export of those 'foot-loose' industries as electronics
and electrical accessories by importing capital/ skill intensive
inputs for the labour intensive assembly of the final product.
On the other hand, 696 (Cutlery) and 762 (Radio broadcast
receivers) belong to stage IV of the typical cycle with strong growth.
But industrial structure of a country will also change with the
evolution of product cycle goods. Overtime, the accumulation of
capital and skill and continual access to new technology mean that
production and export of a country will also change. Besides, this
change in industrial structure also leads to changes in the scope of
product cycle trade, namely from those initially labour intensive to
capital intensive commodities. In our case, several mature and
standardized labour intensive manufacturing products have positive
but declining Trade Position Indices and some of their Indices even
turned from positive to negative values. Indeed, some industries for
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which Hong Kong has acquired comparative advantage in the early
1960s as 842- 848 (Garment, textile and clothing industries) and
894 (Baby carriages, toys, games and sporting goods) have declining
trends already as protrayed by stage V of the typical cycle.
However, this declining trend is even more marked for 821 (Furniture
and parts, and etc.) and 851 (Footwear, nes). Somehow, these two
can be regarded as 'sunset industries' for which Hong Kong has lost
her comparative advantage to some other countries, and they can be
grouped under stage VI of the typical cycle.
In fact, the changing pattern of the Trade Position Indices
for our industries (and even products) is consistent with Hong
Kong's history of industrial development. Against the background
of lassiez-faire doctrine, minimal government interventions, non-
distorted factor and product markets, there seems a strong possibility
that Hong Kong's pattern of specialization in trade conforms to that
characterized by the Product Cycle Theory of comparative advantage.
Also, resources are allocated through the competitive markets and
exploited to the full along the lines of comparative advantage. In
this case, the trend of the Trade Position Indices for Hong Kong's
industries and/or products should best reveal their performances and
their positions in the product life cycle. Besides, any change in
the net importer's or net exporter's position for our industries and
products are also taken care of and well captured by the changing
signs of their Indices.
6.3 Policy Implications
After two decades of rapid growth, the Hong Kong economy has now
come to a point where future rapid growth depends on the success of
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undertaking some transformation within the economy. This is not only
true for Hong Kong but also for other newly industrializing countries
such as Taiwan, South Korea and Singapore. For the past twenty years,
Hong Kong's rapid growth has been based on the export of light
manufactured goods which are generally labour intensive. For three
reasons, the possibility of maintaining a high growth rate of these
labour intensive manufactured exports is slight. Firstly, Hong Kong
is encountering the problem of increasing trade restrictions imposed
on those major items of her export by the developed Western countries
which often placed her exports in very unfavourable positions.
Secondly, the Hong Kong economy is now facing the problem of severe
competition from other Asian countries, especially in her exports as
garments and textiles, electronic products and clothing. Besides,
countries as Philippines and Malaysia also compete with Hong Kong
for foreign investment and it is often difficult for Hong Kong
because they usually have greater government assistance in many
aspects. Finally, Hong Kong has begun to experience labour shortage.
Thus, it is evident that an economic transformation in the form
of diversification is necessary for the Hong Kong economy to sustain
its growth. In this regard, the Product Cycle Theory is of
importance to businessmen in the scanning of products that are likely
candidates for domestic production and export. For instances, 695239
(Hand tools, nes), 714202 (Electric calculating machines), household
appliances as 775711 (Domestic vaccum cleaners electro mechanical)
and 775731 (Domestic food grinders and mixers electro mechanical)
and 885222 (Clocks electric complete) are suitable candidates.
Furthermore, as Hong Kong has been losing her comparative advantage
and competitiveness in those labour intensive products as 885119
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(Watches nes) and 885131 (Watch movements electric assembled), while
gaining, at the same time, comparative advantage in the development
of technology intensive industries, her further production should
aim at the latter product with their Trade Position Indices exhibiting
increasingly negative pattern. Some of these are metal products as
694010 (Nail tacks spinked camps of iron or steel), 694029 (Nuts
bolts screws cotters washers of iron or steel) and 694300 (Rive.ts
base metal), electrical appliances as 764839 (Telecommunication
equipments, nes), 775401 (Electric shaves) and 775810 (Electric
instanteous/ storage heaters) and photographic and recording
apparatus as 881191 (Tripods for cameras), 881311 (Slide projectors)
and 898321 (Recorded tapes sound cassette type).
In addition, at the six-digit level, we find-that Hong Kong only
export those primitive versions of a product. while she has to import
sophisticated versions. In light of this, Hong Kong's trade develop-
ment should best be directed towards intra- rather than inter-
industry specialization on the one hand, and be promoted towards
product differentiation and product sophistication on the other so as
to benefit from them.
As we have mentioned that in the early stage of Hong Kona's
industrialization a contributing factor to Hong Kong's success was
the lassiez-faire system. But as a result of rapid economic develop-
ment and in view of the current need for diversification, lassiez-
faire capitalism may no longer be the best policy. Of course, it is
not expected that the government should give direct assistance to
those sectors which are to be promoted, but it is appropriate for
the government to create an inducive environment in which resourceful
entrepreneurs in- Hong Kong can diversify their activities. Recently,
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the government has already recognized the need for a new approach to
policies on land, technology and manpower training for Hong Kong's
industrial and product diversification. To deal with this, the
government has set up industrial estates in Tai Po and Yeun Long in
the late 1970s to supply more industrial estates to manufactures.
Also, the Hong Kong Productivity Centre has been enlarged and certain
vocational training councils have been established to provide
industrial training to the workers to accommodate present charges(1).
The new industrial policy of the government also helps. Under this
regime, industrial land is granted to special industrial projects in'
favourable terms by private lease, say for example, a site was granted
to a local company on Tsang. Yi Island to produce textile auxiliary
chemicals. As expected, this will greatly facilitate her development
in the chemical materials and products industry (SITC 599). But it
is a little unfortunate that many of these measures were not begun
until quite recently and will take some time to become effective.
On the other hand, development under the Product Life Cycle
context rests on the degree of dynamism of the country. Dynamism
can be characterised by the rate the country innovates which includes
the introduction of new products and new production processes.
Although Hong Kong has already had plenty supply of adaptable and
dynamic entrepreneurs and industrious and productive workers, we must
not-forget that foreign investments also plays an indispensable role
in accentuating the emergence of product cycle trade. This in turn
(1) The Clothing Industry Training Centre and the Construction
Industry Training Centre were set up in 1977 to provide practical
training to workers engaged in these productions. See Hong Kong
Annual Report, 1978, Government Printer: the Hong Kong Govern-
ment, pp.248-252.
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enables Hong Kong to have an earlier identification of opportunities
and promotes the shift of production location here. Without the
help of foreign direct investments, Hong Kong may not have acquired
comparative advantage for certain electronics and electrical products
so early. Still, the government can build up a better technological
infrastructure for Hong Kong's industries and prepare the workers
ready to accept new ideas and technical know-how. Besides, the
government should try to retain Hong Kong's favourable environment'
for the inflow of these investments. On the contrary, any attempt
to regulate trade and investment directly will only be a blow to the
lassiez-faire philosophy that has made Hong Kong great, as too much
government intervention will only inject unnecessary complications
to the market mechanism and may even bring forth undesirable results.
Upon concluding, it might be argued that the example of Hong
Kong is too unique a historical event to be relevant. Its peculiar
political status and its extreme dependence on foreign trade is
unlikely to be reproduced elsewhere. Being a small city located on
barren land, Hong Kong's present policy of diversification is
probably its only viable alternative for survival. But I still
believe that Hong Kong's example is relevant to many countries,
particularly those developing countries-longing very much for capital
and technology. It would be unwise and unfortunate if these-countries
were to let political ideologies and direct government interventions,
instead of lassiez-faire or positive non-interventionism to dictate
their policies, thus putting them at even more of a disadvantage in
the international economy. In economic matters, economic considera-
tions should prevail.
178
S T A T I S T I C A L APPENDICES
179
Appendix I
Amendment -to the classification of commodities
As there was a massive reclassification of the 3-digit groups in
the year 1978 (especially those under sections 7 and 8), conversions
have to be made in order that the data employed are compatible and
consistent throughout the whole period of study.
In this amendment list, "the old scheme" refers to the system of
classification of commodities prior to that of 1978, and the one which
started from 1978 till. now goes under "the name of the new scheme".
Following this, the conversion of itemized commodity code numbers of
each 3-digit group under sections 7 and 8 employing "the old scheme" in
1977 with their equivalents under "the new scheme" at the same year are
listed.
Section 7
Itemized commodity code numbersItemized commodity code numbers




Itemized commodity code numbersItemized commodity code numbers
of 712 under "the oid scheme"of 712 under "the new scheme"
711301712602
711303712900
Itemized commodity cone numcersItemized commodity code numbers








Itemized commodity code numbers Itemized commodity code numbers




Itemized commodity code numbers Itemized commodity code numbers







Itemized commodity code numbersItemized commodity code numbers




Itemized commodity code numbersItemized commodity code numbers










Itemized commodity code numbersItemized commodity code numbers
of 722 under "the old scheme"of 722 under "the new scheme"
712500722300
722400
Itemized commodity code numbersItemized commodity code numbers









Itemized commodity code numbers Itemized commodity code numbers





















Itemized commodity code numbersItemized commodity code numbers





Itemized commodity code numbersItemized commodity code numbers







Itemized commodity code numbersItemized commodity code numbers







Itemized commodity code numbersItemized commodity code numbers











(Note: 719990 was 719900 in 1964)
Itemized commodity code numbersItemized commodity code numbers












Itemized commodity code numbersItemized commodity coce numoers










Itemized commodity code numbersItemized commodity code numbers












Itemized commodity code numbers Itemized commodity code numbers







Itemized commodity code numbersItemized commodity code numbers









Itemized commodity code numbersItemized commodity code numbers













Itemized commodity code numbersItemized commodity code numbers
of 745 under the old scheme










Itemized commodity code numbers Itemized commodity code numbers











Itemized commodity code numbersItemized commodity code numbers











-1 .1^eN11(Note: (1) 714201 and 714202 was751280
lumped together to form751810
714200 in 1964751820
(2) 714918 was 714911 in751881
1964751889
Itemized commoa1LY cone nuts':Itemized commodity code numbers
of 752 under the old schemeof 752 under the new scheme
714301752100
714309752300
(Note: 714309 was 714300 in 1964)
752500
752800
Itemized commodity code numbersItemized commodity code numbers
of 759 under the old scheme







Itemized commodity code numbers
Itemized commodity code numbers
of 7F1 nde the old scheme






Itemized commodity code numbers Itemized commodity code numbers









Itemized commodity code numbersItemized commodity code numbers








Itemized commodity code numbersItemized commodity code numbers











(Note: 724109 was 724102 in 1964764991764812
and 1967)764999764821
itemizea commoaizv cuue ilLjiLwcLItemized commodity coce numbers






Itemized commodity code numoersItemized commodity code number:








Itemized commodity code numbers izemizea commoczity code numbers










Itemized commodity code numbersItemized commodity code numbers




Itemized commodity code numbersItemized commodity code numbers













Itemized commodity code numbersItemized commodity code numbers














Itemized commodity code numbersItemized commodity code numbers


















Itemized commodity code numbersItemized commodity code numbers







Itemized commodity code numbersItemized commodity code numners






Itemized commodity code numcersItemized commodity code numbers
of 783 under the old scheme




Itemized commoalty cone iil.lllll. CLItemized commodity code numbers
of 784 under the old scheme








Itemized commodity code numbersItemized commodity code numbers









Itemized commodity code numbersItemized commodity code numbers





Itemized commodity code numbersItemized commodity code numbers
of 791 under "the old schemeof 791 under the new scheme
731200791100
731700791201






Itemized commodity code numbersItemized commodity code numbers




Itemized commodity code numbersItemized commodity code numbers












Itemized commodity code numbersItemized commodity code numbers







Itemized commodity code numbersItemized commodity code numbers


























Itemized commodity code numbersItemized commodity code numbers
of 831 under "the old scheme















Itemized commodity code numbers Itemized commodity code numbers























































Itemized commodity code numbers Itemized commodity code numbers

























































Itemized commodity code numbers Itemized commodity code numbers












































Itemized commodity code numbers Itemized commodity code number.


















































Itemized commodity code numbers Itemized commodity code numbers















































Itemized commodity code numbers
of 847 under 'Ithe new scheme
Itemized commodity code numbers




























































Itemized commodity code numbers
of 848 under the new scheme
Itemized commodity code numbers






























































Itemized commodity code numbers
of 851 under the new scheme
Itemised commodity code numbers































Itemized commodity code numbers
of 871 under the new scheme
Itemized commodity code numbers











Itemized commodity code numbers
of 872 under the new scheme
Itemized commodity code numbers





Itemized commodity code numbers
of 873 under the new scheme
Itemized commodity code numbers







Itemized commodity code numbers
of 874 under the new scheme
Itemized commodity code numbers





























(Note: 861989 was 861980 in 1964,
1967 and 1970)
Itemized commodity code numbers
of 881 under the new scheme
Itemized commodity code numbers













































(Note: (1) 861401, 861402 and
861403 was combined
into 861401 in 1964,
1967 and 1970




(3) 861504, 861505 and
861506 was combined
into 861502 in 1964,
1967 and 1970
(4) 861404 was 861402 in
1964, 1967 and 1970
(5) 861507 was 861503 in
1964, 1967 and 1970
(6) 861609 was 861600 in
1QfsA. 1Q67 end 1 970)
Itemized commodity code numbers
of 882 under the new scheme
Itemized commodity code numbers





















Itemized commodity code numbers
of 883 under the new scheme
Itemized commodity code numbers





Itemized commodity code numbers
of 884 under the new scheme
Itemized commodity code numbers











(Note: 861121 and 861 was combined
into 861120 in 1964, 1967
and 1970)
Itemized commodtiy code numbers
of 885 under the new scheme
Itemized commodity code numbers






























Itemized commodity code numbers
of 892 under the new scheme
Eternized commodity code numbers



















Itemized commodity code numbers
of 893 under the new scheme
Itemized commodity code numbers




















Itemized commodity code numbers
of 894 under the new scheme
Itemized commodity code numbers


















































Itemized commodity code numbers
of 895 under the new scheme
Itemized commodity code numbers



































Itemized commodity code numbers
of 896 under the new scheme
Itemized commodity code numbers












Itemized commodity code numbers
of 897 under the new scheme
Itemized commodity code numbers

















Itemized commodity code numbers
of 898 under the new scheme
Itemized commodity code numbers



























Itemized commodity code numbers
of 899 under the new scheme
Itemized commodity code numbers








































































































Conversion list at 6-digit level
Conversions of the Hong Kong Trade Statistics at the product
six-digit level are similar to that at the industry 3-digit level in
that different six-digit code number was assigned to the same product
before and after 1978. Not all, but only conversions of those
commodities that are important for this study are put in brackets.

























694038Note: (1) 694212 was 694210 in 1964.
(2) 694222 was 694220 in 1964.
202






















































Note: (1) 714918 was 714911 in
1964.
(2) 714201 and 714202 was
combined together to
























Note: (1) 752200 was broken down










































































































































































































































(2) 778211 was disaggregated
to 778211 and 778219
after 1980.
(3) 778116 was 778118 in
1982.







































Note: 861989 was 861980 in











































































































Note: 885115 was broken down to











































































means that particular commodity code number does not exist.
Appendix III
Conversion list at 2-digit and 3-diqit level
In the Hong Kong trade statistics, conversions of code numbers also
took place at the division and group level in 1978, in addition to the
aforementioned conversions at the six-digit product level.
At the division (2-digit) level, divisions 71, 72 and 73 was
disaggregated into divisions 71, 72, 73, 74, 75, 76, 77, 78 and 79 in
1978. Also, division 86 was broken down into divisions 87 and 88 in
the same year.
Conversions at the 3-digit group level took the form of re-assigning
different three-digit code numbers to the same group before and after
1978. Groups subject to such re-assignments are listed hereunder in
parenthesis.



















































































































































































































































































































































































































means that particular commodity code number does not exist.
Appendix IV
Import Values of Hong Kong at 1-digit level
of SITC section 0-8 from 1959- 1983
( Unit: HKD 1,000)
QTTP r-rwlpk


























































































































(Cont1d) Import Values of Hong Kong at 1-digit level
of SITC section 0- 8 from 1959- 1983
( Unit: HKD 1,000)
STTC code



































































































































Data Sources: Hong Kong Trade Statistics, various other sources
Annpnrl i v V
Export Values of Hong Kong at 1-digit level
of SITC section 0-8 from 1959- 1983
( Unit: HKD 1000)
QTTY pnrlp


























































































































(Cont d) Export Values of Hong Kong at 1-digit level
of SITC section 0-8 from 1959- 1983














































































































































Data Sources: Hong Kong Trade Statistics, various other sources
ADoendix VI
Re-export Values of Hong Kong at 1-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1000)
SITC code

























































































































(Cont'd) Re-export Values of Hong Kong at 1-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1,000)
SITC code





































































































































Import Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983































































































































































































































(Cont'd) Import Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1,000)
SITC
code 1968 1969 lQ7f 197]
Year


















































































































































































































(Cont'd) Import Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1000)
SITC











































































































































































(Cont1d) Emport Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983



















1959 1960 1Q61 1962
Year



























































































(Cont'd) Import. Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1,000)
SITC
code 1968 1969 197C 1Q71
Year
























































































































































(Cont1d) Import Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1,000)
SITC

























































































































(Cont1d) Import Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
I rini t-• HKn 1 .000)
SITC
































































































































































































(Cont1d) Import Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1,000)
SITC
code 1968 1969 1970 1971
Year































































































































































































(Cont'd) Import Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1,000)
SITC









































































































































Note: (1) means that commodity code number does not exist.
(2) Commodity numbers in parenthesis mean that import values under the old scheme of classification are
employed throughout the period of study.
Data Sources: Hong Kong Trade Statistics, various other sources.
Import Values of Hong Kong at 2-digit level
of SITC sections 7-8, first trade date, 1978
1 FwTh I uim i nnn
SIT(














































































Data Sources: Hong Kong Trade Statistics, various other sources.
Appendix VIII
Export Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1,000)
SITC
code 1959 1960 1961 1962
Year



















































































































































































































(Cont'd) Export Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1000)
SITC
code 1968 1969 1970 1 971
Ypr



















































































































































































































(Cont1d) Export Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1,000)
SITC











































































































































































(Cont'd] Export Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1,000)
SITC
code 1959 1960 1961 1962
Year










































































































,Cont'd) Export Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1,000)
SITC
code 1968 1969 1970 1971
Year
























































































































































(Cont'd) Export Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1000)
SITC

































































































































(Cont'd) Export Values of Hong Kong at 2-digit level.
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1,000)
SITC
code 1959 1960 1961 1962
Ypar































































































































































































(Cont'd) Export Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
I Flnit: HKD 1,000)
SITC
code 1968 1969 1Q7D 1971
Year































































































































































































(Cont'd) Export Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1,000)
SITC
code 1977 1978 1979 1980
Yeai







































































































































Note: (1) means that particular commodity code number does not exist.
(2) Commodity code numbers in parenthesis mean that export values under the old scheme of classification are
employed throughout the period of study.
Data Sources: Hong Kong Trade Statistics, various other sources.
Export Values of Hong Kong at 2-digit level
of SITC sections 7-8 first trade date, 1978
( Unit: HKD 1,000)
SITC















































































Data Sources: Hong Kong Trade Statistics, various other sources.
Appendix IX
Re-export Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1,000)
SITC
code 1959 1960 1961 1962
Year



















































































































































































































(Cont'd) Fte-export Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1000)
SITC
code 1968 1969 1 Q7H 1Q71
Vrv



















































































































































































































(Cont' d) Re-export Values of Hong Kong at 2-digit level
of SITC sections 0-8 from 1959- 1983
( Unit: HKD 1,000)
SITC












































































































































































Re-export Values of Hong Kong at 2-digit level.
(Cont'd)
of SITC sections 0- 8 from 1959- 1983
























Re-export Values of Hong Kong at z-aigiL level
(Cont'd)
of SITC sections 0- 8 from 1959- 1983
( Unit: HKD 1,000)
Year
SITC 197619751974197319721971197019691968code
462632202,00144512615310932 117,75189,30698,33452,18843,00145,16241,27240,37936,77433 3, 5373,2132,9552,3651,3031,06274861040134
35
41E1631431636525632932841 17,83-15,09128,98814,1989,4578,985047,6395,12542 18C-5026619870549:13827143
150,658142,934164,26493,07359,84349,89548,06538,07240,28151 404141725256652 339,234251,822203,986188,713121,34193,01167,22059,01355,61753 356,227258,335280,321235,222237,179298,560253,334210,383176,241




Re-export Values of Hong xong aL L-UlyiL level
(Cont'd)
of SITC sections 0- 8 from 1959- 1983




















Re-export Values of Hong Kong at 2-digit level(Cont'd)











29,848 22,58541,047 31,15314,77737,727 17,48548,64268 68,555
30,45521,60915,89020,1626,13814,175 7,7099,919 7,78969
41,02831,922 34,68C 78,71823,32629,090 28,81024,62727,525(71)
30,695 37,39318,14E23,44019,49921,95624,74018,802 20,021(72)
30,25820,19716,639 18,72c,12,05813,177 13,04014,010 21,502(73)
2,8571,6411,295 92999E1,006 1,06681 1,530
1,867 3,1551,084 1,4621,4291,71982 1,191 931 767
418491 70420E83 704615 571 387 254
29,25523,89021,981 28,46712,10484 16,852 10,259 10,76413,600
11,3141,175 4,510653 1,18385 1,0012,271 2,423 1,902
100,63962,69252,173 45,461 75,99626,56) 46,531 46,12851,808(86
89 48,794 51,769 63,759 93,84231,88S, 41,110 38,72034,842 34,386
1,779
253
Re-export Values of Hong Kong at 2-digit level
(Cont'd)
of SITC sections 0- 8 from 1959- 1983























Re-export Values of Hong Kong at 2-digit level
(Cont'd)
of SITC sections 0- 8 from 1959- 1983







7,822,0364,310,461 6,981,339 6,431,1721,192,197 1,814,628 2,772,27865










4,495,10E935,200 1,554,262 2,196,675 3,021,039463,973308,95884
608,52]480,384359,886214,792110,53928,876 44,05885
3,519,072 4,768,05f1,091,963 1,323,511 1,899,856 2,966,732 3,605,921(86)
876,458 1,392,060 1,954,371 2,412,237 3,183,30559,564458,97789
Note: (1)--- means that particular commodity code number does not exist.
(2) Commodity code numbers in parenthesis mean that re-export values under the old scheme classification:
are emoloved throughout the period of study.
uata Sources: hung Kong Trade 5tatistlcs, various otner sources.
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Re-export Values of Hong Kong at 2-digit level
of SITC sections 7- 8, first trade date, 1978








2,213,132641,494 1,282,534 2,123,256 11697,26-'-286,99776
4,931,3453,419,67d663,588 1,194,695 1,963,292 3,069,28877
1,894,114468,977 1,218,435 2,340,257 2,301,92]276,08378
285,825130,96(115,78587,939 253,19059,40679
509,928300,84E212,791156,33697,45955,89087
4,258,1273,218,22-'1,267,621 11802,397 2,810,396 3,393,13088
Data Sources: Hong Kong Trade Statistics, various other source:
256
Appendix X
Import Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years




















535, 237417,932241,05787,631 133,82742, 255 59,263048 23,186
1,126,114967,998533,134308,513122, 254 161,46183,713054 91,195
1,236,265937,860496,174217,54586,612 196,237131,072056 57,918
2,122,5521,893,166535,701 1,150,933314,102057 232,480173,444 712,470
375,521359,09543,647 67,944 94,756 216,966058 27,68825,590
182,409170,40460,42333,29836,239 97,371062 22,74216,099
147,09070m83853,721 141,405071 23,005 72,25546,517 73,719
2,5233,0851,869072 636 338 4,0621,010 348
182,274073 20,086 33,392 36,103 147,04111,828 17,129 76,442
193,101074 65,238 161,11728,467 31,642 42,385 47,191 111,383
257
Import Values of Hong Kong at 3-digit level
(UonL•U)
of SITc sections 0- 8 in selected years
( Unit: HKD 1,000)
Year
SITC 19831982197919761973197019671964code
303,181226,04187,10829,09412,89321,50616,98213,737075 605,51-487,315286,576169,61894,23759,66028,51825,137081 67,56260,24040,96522,85918,81311,2389,8279,835091 761,44C613,387291,813152,781109,22373,94158,42439,867098
382,405252,70E94,77328,0436,5592,1802,301119111 834,307806,29--672,340339,810347,604155,14588,44759,649112 290,271292,09E114m16290,01231,28133,98239,90050,124121 1,164,954976,33C471,747275,240193,546135,40483,36079,794122
68,11174,28881,86539,02026,19129,12E10,4658,649211 253,714169,56562,4991,36 4 113461E83681212 411,162363,32390,64590,96053,28047,29E38,35031,124















Import Values of Hong Kong at 3-digit level
(Cont'd)
of SITC sections 0- 8 in selected years
( Unit: HKD 1,000)
































Import values of Hong Kong ac J-0ly1L ieve.L
(Cont'd)
of SITC sections 0- 8 in selected years
Unit: IIKD 1,000 )
Year
SITC J- j j1982197919761973197019671964code






















(Cont'd) Import Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( Unit: HKD 1000)
SITC
code 1964 1967 197C
Year
































































































































































































































































Import Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
I [Init: HKD 1,000)
SITC
code 1964 1967 1979
Ypr




























(Cont1d) Import Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( Unit: HKD 1,000)
SITC
code 1964 1967 197C
Ypr






































































































































































































































































(Cont'd) Import Values of Hong Kong at 3-digit level
of SITC sections 0-8 selected years
( Unit: HKD 1,000)
SITC
code 1964 196 1970
Year

















































































































































(Cont' d) Import Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( Unit; HKD 1,000)
SITC
code 1964 1967 1970
Year











































































































































































































































(Cont1d) Import Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( Unit: HKD 1,000)
SITC
code 1964 1967 1970
Year



















Note: (1) means that particular commodity code number does not exist.
(2) Commodity code numbers in parenthesis mean that import values under the old scheme of classificatio
are employed throughout the period of study.
Data Sources: Hong Kong Trade Statistics, various other sources.
Import Values of Hong Kong at 3-digit level
of SITC sections 0-6 first trade date 1978







































































































































































































(Cont'd) Import Values of Hong Kong at 3-digit level
of SITC sections 0-6, first trade date 1978
















































Data sources: Hong Kong Trade Statistics, various other sources.
Appendix XI
Export Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( Unit: HKD 1000)
SITC
code 1964 1967 1970
Year





























































































































































































































































(Cont1 d) Export Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( Unit: HKD 1000)
SITC

















































































































































































































































(Cont'd' Export Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( iir»i t-• uvn i. nnn 1
SITC
code 1964 1967 1970 1973 1976
















































































































































































































(Cont d) Export Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( Unit: HKD 1,000)
SITC
code 1964 1967 1970
Year

































































































































































































































































(Cont d) Export Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( Unit: HKD 1000)
SITC
code 1964 1967 1970
Voar







































































































































































































































































(Cont'd) Export Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( Unit: HKD 1000)
SITC
code 1964 1967 1970
Year






































































































































































































































































(Cont d) Export Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( Unit: HKD 1,000)
SITC
code 1964 1967 1970
Year

















































































































































(Cont'd) Export Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( Unit: HKD 1000)
SITC











































































































































































































































(Cont'd) Export Values of Hong Kong at 3-digit leve
of SITC sections 0- 8 in selected years



























Note: (1) means that particular code number does not exist.
(2) Commodity code numbers in parenthesis mean that export values under the old scheme of classification
are employed throughout the period of study.
Data Sources: Hong Kong Trade Statistics, various other sources.
Export Values ot Hong Kong at j-aigit level
of SITC sections 0- 6, first trade date 1978
































































































































































































(Cont'd) Export Values of Hong Kong at 3-digit level
of SITC sections 0-6, first trade date 19978



























































Data Sources: Hong Kong Trade Statistics, various other sources.
Appendix XII
Re-export Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( Unit: HKD 1,000)
SITC
code 1964 1967 1970
Year






































































































































































































































































(Cont'd) Re-export Values of HOng Kong at 3-digit level
of SITC sections 0- 8 in selected years




































































































































































































































































(Cont'd) Re-export Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years








































































































































































































































(Cont'd) Re-export Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years





















































































































































































































































































(Cont'd J Re-export Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( Unit: HKD 1,000)
SITC
code 1964 1967 1970
Year



































































































































































































































(Cont'd) Re-export Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( Unit: HKD 1,000)
SITC
code 1964 1967 1970
Year
























































































































































































































































































(Cont'd) Re-export Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years
( Unit: HKD 1000)
SITC
code 1964 1967 1970
Year































































































































(Cont1d) Re-export Values of Hong Kong at 3-cigit level
of SITC sections 0- 8 in selected years
( Unit: HKD 1000)
SITC
code 1964 1967 1970
Year











































































































































































































































(Cont'd) Re-export Values of Hong Kong at 3-digit level
of SITC sections 0- 8 in selected years




























Note: (1) means that particular commodity code number does not exist.
(2) Commodity code number in parenthesis mean that re-export values under the old scheme of classification
are employed throughout at the period of study.
Data Sources: Hong Kong Trade Statistics, various other sources.
(Cont'd)
t
Re-export Values of Hong Kong at 3-digit level
of SITC sections 0-6, first trade date 1978









































































































































































































(Cont'd) Re-export Values of Hong Kong at 3-digit level
of SITC sections 0-6, first trade date 1978













































Data Sources: Hona Kona Trade Statistics, various other source;
Aooendix XIII
Import Values of Hong Kong at 6-digit level





code 1964 1967 1970
Year
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(Cont'd) Import Values of Hong Kong at 6-digit level
of SITC section 6, selected commodities in selected years




code 1964 1967 1970
Year










































































































































(Cont'd) Import Values of Hong Kong at 6-digit level
of SITC section 6, selected commodities in selected years























































































Note: (1) means that particular commodity code number does not exist.
(2) Commodity Code numbers in parenthesis mean that import values under the old scheme of classification
are employed throughout the period of study.
(3) means the datum was 1982 import value.
Data Sources: Hong Kong Trade Statistics, various other sources.!
Import Values of Hong Kong at 6-digit level
of SITC section 6, selected commodities first trade date 1978










































































(Cont'd) Import Values of Hong Kong at 6-digit level
of SITC section 6, selected commodities, first trade date 1978





















Note: means that particular commodity code number does not exist.
Data Sources: Hong Kong Trade Statistics, various other sources.
Appendix XIV
Export Values of Hong Kong at 6-digit level
of SITC section 6, selected commodities in selected years













































































































































(Cont'd) Export Values of Hong Kong at 6-digit level
of SITC section 6, selected commodities in selected years

























































































































































Ex rt Values of Hong Kong at 6-digit level(Cont'd)













Note: (1)--- means that particular commodity code number does not exist.
(2) Commodity code numbers in parenthesis mean that export values under the old scheme of classification
are employed throughout the period of study.
(3)* means the datum was 1982 export value.
Data Sources: Hong Kong Trade Statistics, various other sources.
298
Export Values of Hong Kong at b-digit level
of SITC section 6, selected commodities, first trade date 1978




















Export Values of Hong Kong at 6-digit level
(Cont'd)







Note:--- means that particular commodity code number does not exist
Date Sources: Hong Kong Trade Statistics, various other sources.
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Appendix XV
Re-export Values of Hong Kong at 6-digit level
of SITC section 6, selected commodities in selected years



















(Cont' d) Re-export Values of Hong Kong at 6-digit level
of SITC section 6, selected commodities in selected years























































































































































(Cont'd] Re-export Values of Hong Kong at 6-digit level
of SITC section 6, selected commodities in selected year




















































































Note: (1) means that particular commodity code numbers does not exist.
(2) Commodity code numbers in parenthesis mean that re-export values under the old scheme of classification
are employed throughout the period of study.
(3) means the datum was 1982 re-export value.
Data Sources: Hong Kong Trade Statistics, various other sources.
Re-export Values of Hong Kong at 6-digit level
of SITC section 6, selected commodities, first trade date 1978










































































(Cont'd) Re-export Values of Hong Kong at 6-digit level
of SITC section 6, selected commodities, first trade date 1978





















Note: means that particular commodity code number does not exist.
Data Sources: Hong Kong Trade Statistics, various other sources.
Appendix XVI
Import Values of Hong Kong at 6-digit level
of SITC section 7, selected commodities in selected years





















































































































































































Import Values of Hong Kong at 6-digit level
of SITC section 7, selected commodities in selected years





























































































































































































































Import Values of Hong Kong at 6-digit level
of SITC section 7, selected commodities in selected years






















































































































Note: (1) means that particular commodity code number does not exist.
(2) Commodity code numbers in parenthesis mean that import values under the old scheme of classification
are employed throughout the period of study.
(3) means the data ,were 1982 import values.
Data Sources: Hong Kong Trade Statistics, various other sources.
Import Values of Hong Kong at 6-digit level




































































































































Import Values of Hong Kong at 6-digit level
of SITC section 7, selected commodties, first trade date 1978



































































































































Import Values of Hong Kong at 6- digit level
of SITC section 7, selected commodities, first trade date 1978





































































































Note: means that particular commodity code number does not exist.
Data Sources: Hong Kong Trade Statistics, various other sources.
Appendix XVII
Export Values of Hong Kong at 6-digit level
of SITC section 7, selected commodities in selected years


















































































































































































Export Values of Hong Kong at 6-digit level
of SITC section 7, selected commodities in selected years




















































































































































































































Export Values of Hong Kong at 6-digit level
of SITC section 7, commodities in selected years






























































































































Note: (1) means that particular commodity code number does not exist.
(2) Commodity code number in parenthesis mean that export values under the old scheme of classification are
employed throughout the period of study.
(3) mean the data were 1982 export values.
Data Sources: Hong Kong Trade Statistics, various other sources.
Export Values of Hong Kong at 6-digit level
of SITC section 7, selected commodities first trade date 1978

































































































































Export Values of Hong Kong at 6-digit level
of SITC section 7, selected commodities first trade date 1978
































































































































Export Values of Hong Kong at 6-digit level
of SITC section 7, selected commodities, first trade date, 1978





































































































Note: means that particular commodity code number does not exist.
Data Sources: Hong Kong Trade Statistics, various other sources.
Annendix XVTT
Re-export Values of Hong Kong at 6-digit level
of SITC section 7, selected commodities in selected years





















































































































































































Re-export Values of Hong Kong at 6-digit level
of SITC section 7, selected commodities in selected years






































































































































































































Re-export Values of Hong Kong at 6-digit level
of SITC section 7, selected commodities in selected years






























































































































Note: (1) means that particular code number does not exist.
(2) Commodity code numbers in parenthesis mean that re-export values under the old scheme of classification
are employed throughout the period of study.
(3) means the data were 1982 re-export values.
Data Sources: Hong Kong Trade Statistics, various other sources.
Re-export Values of Hong Kong at 6-digit level
of SITC section 7, selected commodities, first trade date 1978





















































































































Re-export Values of Hong Kong at 6- digit level
of SITC section 7, selected commodities, firsst trade date 197E





























Re-export Values of Hong Kong at 6-digit level
of SITC section 7, selected commodities, first trade date, 1978
































































































Note: means that particular commodity code number does not exist.
Data Sources: Honq Konq Trade Statistics, various other sources.
Appendix XIX
Import Values of Hong Kong at 6-digit level
of SITC section 8 selected commodities in selected years



























































































































































































































Import Values of Hong Kong at 6-digit level
of SITC section 8, selected commodities in selected years


















































































































































































Import Values of Hong Kong at 6-digit level
of SITC section 8, selected commodities in selected years






































































































































































































- ~v rv -v»
Note: (1) means that particular commodity code number does not exist.
(2) Commodity code numbers in parenthesis mean that import values under the old scheme of classification are
emoloved throuahout the neriod of studv.
Data Sources: Hong Kong Trade Statistics, various other sources.
Import Values of Hong Kong at 6-digit level
of SITC section 8 selected commodities, first trade date 1978












































































































































Import Values of Hong Kong at 6-digit level
of SITC section 8, selected commodities, first trade date 1978























































































Note: means that particular code number does not exist.
Data Sources: Hong Kong Trade Statistics, various other sources.
Annendix XX
Export Values of Hong Kong at 6-digit level
of SITC section 8; selected commodities in selected years























































































































































































































Export Values of Hong Kong at 6-digit level
of SITC section 8 selected commodities in selected years






















































































































































Export Values of Hong Kong at 6-digit level
of SITC section 8 selected commodities in selected years























































































































































































































Export Values of Hong Kong at 6-digit level
of SITC section 8 selected commodities in selected years
Note: (1) means that particular commodity code number does not exist.
(2) Commodity code number in parenthesis mean that export values under the old scheme of classification
are employed throughout the period of study.
Data Sources: Hong Kong Trade Statistics, various other sources.
Export Values of Hong Kong at 6-digit level
of SITC section 8, selected commodities first trade date 1978

































































































































Export Values of Hong Kong at 6-digit level
of SITC section 8, selected commodities, first trade date 1978























































































Note: means that particular commodity code number does not exist.
Data Sources: Hong Kong Trade Statistics, various other sources.
Aooendix XXI
Re-export Values of Hong Kong at 6-digit level
of SITC section 8, selected commodities in selected years



















































































































































































































Re-export Values of Hong Kong at 6-digit level
of SITC section 8 selected commodities in selected years

















































































































































































Re-export Values of Hong Kong at 6-digit level
of SITC section 8, selected commodities in selected years





























































































































































































Note: (1) means that particular commodity code number does not exist.
(2) Commodity code numbers in parenthesis mean that re-export values under the old scheme of classification
and employed throughout the period of study.
Data Sources: Bona Konq Trade Statistics, various other sources.
Re-export Values of Hong Kong at 6-digit level
of SITC section 8, selected commodities, first trade date 1978










































































































































Re-export Values of Hong Kong at 6-digit level
of SITC section 8, selected commodities, first trade date 1978

























































































Note: means that particular commodity code number does not exist.
Data Sources: Hong Kong Trade Statistics, various other sources.
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